MAXIMUS 


r 


Prepared  for: 

Health  Care  Financing  Administration 
Department  of  Health  and  Human  Services 


k,  ...  „  •-  r.'  jni  JOp 


-pi 

35- 


Final  Report 

EVALUATION  OF  THE  COST-EFFECTIVENESS 

OF  THE  COLLECTION  OF  THIRD-PARTY 
LIABILITY  BY  STATE  MEDICAID  AGENCIES 

August  21,  1981 


"This  report  is  made  pursuant  to  Contract  #500-79-0050.  The 
amount  charged  to  the  Department  of  Health  and  Human  Services 
for  the  work  resulting  in  this  report  (inclusive  of  the  amount 
so  charged  for  any  prior  reports  submitted  under  this  contract) 
is  $94,970.     The  names  of  the  persons,   employed  or  retained  by 
the  contractor,  with  managerial  or  professional  responsibility 
for  such  work,  or  for  the  content  of  the  report  are  as 
follows:" 

David  V.  Mastran,  President 

Robert  L.  White,  Executive  Vice  President 

Pauline  R.  Charpentier,  Manager 


REPORTS 
RA 
412 
.4 

M357 
1981 


! 


MAXIMUS ,  Inc. 
6723  Whittier  Avenue 
McLean,  Virginia  22101 
(703)  734-4200 


./W7 


MAXIMUS 


ACKNOWLEDGMENTS 


This  Final  Report  was  prepared  by  the  MAXIMUS  project 
staff  from  information  and  materials  provided  by  the  TPL  unit 
staffs  in  the  four  study  states  and  by  several  divisions  of 
the  Health  Care  Financing  Administration. 

We  wish  to  thank  the  directors  and  staffs  of  the 
California  Recovery  Section,   the  Michigan  Third  Party  Liability 
Division,   the  Minnesota  Benefit  Recovery  Unit,   and  the  North 
Carolina  Third  Party  Recovery  Section.     We  note  and  express 
gratitude  for  the  cooperation  given  so  willingly  by  the  staffs 
of  these  units.     The  unit  directors  and  staffs  went  out  of 
their  way  to  assist  us  in  collecting  accurate  information  and 
quantitative  data  about  their  Medicaid  agency  TPL  programs. 

Special  appreciation  is  extended  to  Mr.  Frank  Chase, 
Project  Officer  for  the  Division  of  Operations,  Health  Care 
Financing  Administration,  who  worked  diligently  on  behalf  of 
the  study.     We  also  appreciate  the  efforts  of  other  personnel 
from  the  Health  Care  Financing  Administration  for  their 
contributions  to  the  study  and  their  candid  reviews  of  the 
Final  Report. 


v. 


MAXIMUS 
_ 

TABLE  OF  CONTENTS 

Page 

I:     INTRODUCTION    1-1 

A.  Site  Selection  and  Data  Collection    1-2 

B.  Analytical  Approach    1-3 

C.  Organization  of  the  Report    1-5 

II:     CONCEPTUAL  CONSIDERATIONS    H-1 

A.  Collections  Approaches    II-l 

B.  Cost  Avoidance    II-3 

C.  Classification  of  Third-Party  Resources   ..  II-4 

D.  Components  of  State  TPL  Programs    1 1 -7 

III:     OVERVIEW  OF  THE  STUDY  STATE  TPL  PROGRAMS    III-l 

A.  California   s.   III-l 

B.  Michigan   III-8 

C.  Minnesota   111-12 

D.  North  Carolina   111-15 

IV:     COMPARISON  OF  STUDY  STATE  METHODS  FOR  USING 

HEALTH  INSURANCE  RESOURCES    IV- 1 

A.  Identification  of  Other  Health  Coverage  ..  IV-2 

B.  Data  Retention  and  Transfer    IV-8 

C.  Cost  Avoidance  Prepayment  Editing 

Programs   IV-16 

D.  Benefit  Recovery  Through  Direct  Billing 

of  Insurance  Carriers    IV-22 

E.  Benefit  Recovery  from  the  Providers    IV-31 

V:     COLLECTION  OF  OTHER  TPL  RESOURCES    V-l 

A.     Recovery  from  Casualty/Liability 

Resources    V-l 

  J 


MAXIMUS 

 \ 

j  TABLE  OF  CONTENTS 

( continued) 

Page 

V:  (continued) 

B.  Factors  Affecting  Full  Recovery  of 

Medicaid  Expenditures  in  Accident  Cases   . .  V-8 

C.  Recovery  from  Other  Resources    V-ll 

VI:     MEASURING  TPL  PROGRAM  PERFORMANCE    VI-1 

A.  Measurement  and  Interpretation  Problems   . .  VI-1 

B.  Suggested  Measure  of  TPL  Program 

Performance   VI-13 

C.  Estimates  of  Potential  TPL  Collections   ...  VI-28 

VII:     COSTS  AND  BENEFITS    VII-1 

A.  Cost  Data    VII-1 

B.  Benefits  Data   '.■   VII-2 

C.  Cost-Effectiveness  of  TPL  Programs    VII-2 

D.  Cost-Effectiveness  of  Benefit  Recovery 

Versus  Cost  Avoidance  Approaches    VII-6 

VIII:     PROBLEM  AREAS    VIII-1 

A.  Insufficient  State  Level  Commitment  to 
TPL  Programs,  Resource  Provision,  and 
Cooperation    VIII-1 

B.  TPL  Identification  and  Recovery    VIII-3 

C.  Federal  TPL  Legislation  and  the  MQC  TPL 

Review  Design    VIII-6 

D.  Conduct  of  the  MQC  TPL  Reviews    VI 1 1-9 

E.  Title  IV-D  Program  and  the  Recovery  of 

Medicaid  Program  Expenditures    VIII-11 

v  ) 

11 


MAXIMUS 


r 


v 


TABLE  OF  CONTENTS 
(continued) 

Page 

IX:     RECOMMENDATIONS  FOR  FEDERAL  ACTION    IX-1 

APPENDICES 

Appendix  A:  Forms  Used  to  Acquire  and  Record  Health 
Care  Resources  Information  in  the  Study 
States 

Appendix  B:     Forms  Used  to  Request  Health  Insurance 
Refunds  in  the  Study  States 

Appendix  C:     Calculation  of  the  TPL  Collections  Ratios 
for  Study  States 

Appendix  D:     Study  State  TPL  Recovery  Unit  Budget/ 
Cost  Data 

Appendix  E:     Study  State  TPL  Collections  Reports 


l-ii 


MAXIMUS 

___  s^ 

LIST  OF  EXHIBITS 
Exhibit  Title  Page 


III-l      Percentage  Distribution  of  United  States 
and  Study  State  Populations  on  Selected 
Characteristics    III-2 

IV-1      Selected  Characteristics  and  Statistics 
for  Automated  Health  Insurance  Billing 
Programs    IV-27 

VI-1      Hypothetical  Comparison    VI-7 

VI-2      TPL  Collections  as  a  Percentage  of 

Adjusted  Medical  Vendor  Payments   VI-18 

VI-3      Summary  of  Annualized  TPL  Collections  and 
Adjusted  Medical  Vendor  Payments  in  the 
Study  States    VI-19 

VI-4      Selected  Performance  Measures  for  the 

Study  States    VI-24 

VI-5      Health  Insurance  TPL  Collections  Ratios 
and  Selected  State  Characteristics  for 
the  Four  Study  States    VI-27 

VII-1      Estimated  TPL  Program  Costs  in  the  Four 

Study  States    VII-4 

VII-2      Summary  TPL  Collections  Data  in  the  Four 

Study  States    VII-5 

VII-3      Cost-Effectiveness  Estimates  for  the  Four 

Study  State  TPL  Programs    VII-7 

VII-4      Major  Cost  Items  in  Cost  Avoidance  Pre- 
payment Edit  Systems  and  Benefit  Recovery 
Systems   VII-8 


i  1 
iv 


J 


MAXIMUS 


CHAPTER  I :  INTRODUCTION 


The  intent  of  Title  XIX  of  the  Social  Security  Act  is  that 
Medicaid  be  the  payor  of  last  resort.     That  is,   the  Medicaid 
program  should  pay  medical  bills  incurred  by  eligible  recipients 
less  any  amounts  established  as  the  legal  liability  of  third 
parties.     As  defined  by  the  most  recent  regulations,1  a  third 
party  is  "any  individual,   entity  or  program  that  is  or  may  be 
liable  to  pay  all  or  part  of  the  medical  cost  of  injury, 
disease,  or  disability  of  an  applicant  or  recipient." 

Interest  in  the  use  of  third-party  resources  to  offset 
Medicaid  expenditures  has  increased  in  recent  years  as  the  costs 
of  the  Medicaid  program  have  increased.     Since  third-party 
health  care  payment  resources  should  be  used  before  Medicaid 
program  benefits,   the  question  of  the  cost-effectiveness  of 
state  agency  efforts  to  tap  these  resources  naturally  arises. 

In  1979,   the  Health  Care  Financing  Administration  (HCFA)  of 
the  Department  of  Health  and  Human  Services  (DHHS)  requested  an 
evaluation  of  the  cost-effectiveness  of  different  approaches 
taken  by  state  Medicaid  agencies  to  utilize  appropriate 
third-party  resources  to  reduce  Medicaid  expenditures.  The 
focus  of  the  requested  research  is  a  comparison  of  the  costs  and 
benefits  associated  with  different  "collection  approaches," 
defined  primarily  in  terms  of  the  timing  of  the  collection: 
before  or  after  Medicaid  payment  of  provider  claims.  The 
requested  scope  of  work  excluded  casualty/liability  insurance 
and  Medicare  from  the  investigation  and  specified  an  indepth 
case  study  approach  for  the  collection  of  state  operations 
information  and  costs  and  benefits  data. 

MAXIMUS  was  retained  by  HCFA  to  conduct  the  cost- 
effectiveness  study  of  state  TPL  collection  efforts. 


1Code  of  Federal  Regulations  45  CFR  433.136,  Federal 
V  Register  Vol.  45,  No.  29,   February  11,   1980,   p.  8984. 
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A.     SITE  SELECTION  AND  DATA  COLLECTION 

The  cost-effectiveness  question  posed  by  HCFA  focuses  on 
differences  across  states  in  TPL  .collection  approach,  cost 
avoidance  or  benefit  recovery.     Therefore,   the  first  tasks 
addressed  were  the  classification  and  the  selection  of  states  on 
the  variable  of  collection  approach.     Since  the  RFP  excluded 
casualty/ liability  insurance  resources  and  Medicare,  the 
classification  task  focused  on  approaches  to  the  collection  of 
health  insurance  liability. 

State  classification  and  selection  proved  to  be  difficult 
tasks,  primarily  because  of  the  lack  of  information  available  at 
federal  and  regional  levels  on  the  design  and  operation  of  state 
TPL  collection  programs.     Differences  in  the  interpretations  of 
the  three  collection  approaches  as  defined  in  the  RFP  also 
complicated  the  classification  process.     Although  many  sources 
were  contacted,   insufficient  information  was  obtained  to 
classify  most  states  by  health  insurance  collection  approach  and 
to  apply  objective  criteria  such  as  Medicaid  program  size, 
claims  processing  capability,   or  TPL  collection  rates  in  the 
selection  of  study  states.     Additionally,   no  "pure"  cost 
avoidance  state  TPL  program  was  found.  Ultimately, 
recommendations  from  HCFA  personnel  knowledgeable  about  state 
TPL  programs  were  used  to  identify  potential  study  states. 

Four  states  representing  a  mix  of  avoidance  and  recovery 
approaches  to  the  collection  of  health  insurance  resources  were 
selected  for  on-site  study  by  the  MAXIMUS  research  staff  and 
HCFA  personnel.     The  four  states  visited  were:  California, 
Michigan,  Minnesota,  and  North  Carolina.     The  Michigan  and  North 
Carolina  programs  include  both  cost  avoidance  and  benefit 
recovery  approaches  to  health  insurance  resources  while 
Minnesota  and  California  rely  on  the  benefit  recovery  technique. 


The  primary  information  source  in  each  state  was  the 
Medicaid  agency  administrative  unit(s)  charged  with  detecting 
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and  collecting  third-party  liability.     Other  agencies  and  groups 
were  consulted  depending  on  their  roles  in  the  TPL  program  and 
the  extent  of  information  available  from  the  TPL  unit  staff. 

A  wider  perspective  than  that  suggested  by  the  RFP  was 
adopted  for  the  site  visits.     Interviews  with  state  personnel 
focused  on  the  organization  and  development  of  the  entire  TPL 
program,   the  design  and  procedures  for  discrete  programmatic 
areas  within  the  broader  classifications  of  health  insurance  and 
casualty/ liability  insurance,   and  other  special  programmatic 
classifications.     Areas  other  than  health  insurance  were 
included  to  further  current  knowledge  about  TPL  identification 
and  collection  techniques  and  problems.     The  research  staff 
sought  available  cost  and  budget  data  for  the  TPL  unit  and  for 
other  offices  and  personnel  involved  in  the  TPL  program,  and 
available  reports  and  summaries  of  TPL  collections. 

Following  the  site  visits,   MAXIMUS  prepared  state  TPL 
program  case  study  reports.     These  reports  provide 
descriptions  of  the  organization  and  operation  of  each  study 
state's  TPL  program,   including  available  quantitative  data  on 
program  costs  and  the  savings  achieved. 

B.     ANALYTICAL  APPROACH 

Examination  of  information  available  at  the  start  of  this 
study  suggested  that  the  conceptual  framework  underlying  the 
primary  RFP  question  may  be  too  narrow  for  understanding  state 
TPL  collection  (recovery  and  avoidance)  efforts  and  for 
investigating  the  success  and  the  limitations  of  these  efforts. 
"Collection  approach"   is  only  one  of  the  activities  required  by 
sta'te  Medicaid  agencies  to  access  third-party  resources.  Some 
of  the  same  activities  are  required  whether  the  states  opt  to 
avoid  payment  of  claims  for  which  others  are  liable  or  to 
recover  this  liability  after  Medicaid  payments  to  providers  have 
been  made. 
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In  a  related  area,   the  terras  "third-party  resources"  and 
"third-party  liability"  tend  to  be  used  as  if  they  refer  to 
identical  concepts.     However,   the  existence  of  a  "resource" 
pertaining  to  a  Medicaid  recipient  does  not  necessarily  mean 
that  the  particular  third-party  is  liable  for  the  costs  incurred 
for  a  specific  medical  or  health  care  service  rendered  to  that 
recipient . 

A  second  difficulty  with  both  terms  is  that  they  are 
general  terms.     They  include  very  different  resource  "types" 
which  vary  widely  in  terms  of  the  conditions  under  which  they 
can  be  applied  by  Medicaid  program  recipients,   by  providers, 
and/or  by  the  Medicaid  agency.     Some  of  these  differences  are 
critical  in  designing  and  understanding  state  Medicaid  agency 
TPL  programs  and  in  examining  questions  on  the  amounts  of 
accessible  TPL  and  the  success  of  state  Medicaid  agencies  in 
ensuring  appropriate  collecion  of  this  liability. 

Given  these  considerations.,  MAXIMUS  has  endeavored  to 
examine  existing  definitions  and,  descriptions,   to  identify 
discrete  but  generic  activities  required  for  Medicaid  agencies 
to  access  third-party  resources,  and  to  specify  the  major 
components  of  state  TPL  programs.     Our  focus  throughout  this 
study  has  not  been  limited  only  to  the  TPL  collection  techniques 
of  cost  avoidance  or  benefit  recovery,  but  has  included  the 
entire  TPL  "program"  with  special  emphasis  on  those  aspects 
related  to  the  identification  and  application  of  Medicaid 
recipient  health  care  resources  other  than  the  Medicare  program. 

The  examination  of  current  concepts  and  the  specification 
of  an  analytical  framework  for  this  study  has  been  an  evolu- 
tionary process.     Our  earliest  attempt  identified  three  major 
"functional  areas"  of  identification,   investigation,  and 
collection.     This  system  was  later  reexamined  and  modified 
substantially  to  yield  a  listing  of  13  "major  components  of  an 
ideal  comprehensive  TPL  program."     These  13  components  were 
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divided  into  two  groups:     those  applicable  to  a  cost  avoidance 
subsystem  and  those  pertaining  to  a  benefit  recovery  subsystem. 

This  model  was  revised  again  following  site  visits  to  state 
TPL  units  because  it  did  not  adequately  provide  for  important 
deferences  between  major  "types"  of  third-party  resources.  The 
paradxgm  presented  in  Chapter  II  divldes  third-party  resources 
into  two  major  categories,  health  insurance  resources  and 
casualty/liability  insurance  resources.     Within  these' 
categories,   the  major  activities  or  program  components  necessary 
to  access  the  third-party  resources  are  identified. 

C •     ORGANIZATION  OF  THE  REPORT 

In  this  final  report,  we  present  our  analyses  and  findings 
on  several  issues  concerning  the  Medicaid  program  and 

hird-party  liability.     This  .aterial  has  been  organized  into 
nine  chapters. 

'  Conceptual  .Considerations 
Overview  of  '>e  Study  State  TPL  Programs 
Health iTn^1,^fr,^UnL?.tate  "^cda  for  Using 


Chapter  II: 
Chapter  III 
Chapter  IV: 


Chapter  V: 
Chapter  VI: 
Chapter  VI I : 
Chapter  VIII 
Chapter  IX: 


Health  Insurance  Resources 
Collection  of  Other  TPL  Resources 
Measuring  TPL  Program  Performance 
Costs  and  Benefits 
Problem  Areas 

Recommendations  for  Federal  Action 
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CONCEPTUAL  CONSIDERATIONS 


CHAPTER  II : 


A  major  concern  throughout  this  study  has  been  the  current 
conceptual  framework,   stated  and  unstated,   surrounding  the  topic 
of  third-party  liability  for  costs  incurred  by  the  Medicaid 
program.     The  general  tendency  is  to  classify  TPL  collection 
efforts  by  the  timing  of  the  collection:     before  or  after 
Medicaid  pays  the  claims.     Because  of  this  tendency,  other 
important  aspects  of  TPL  programs  and  differences  among  various 
third-party  resources  are  oftentimes  ignored.  These 
programmatic  aspects  and  differences  in  resource  characteristics 
should  be  part  of  the  conceptual  framework  for  examining  state 
TPL  programs  and  other  issues  impacting  on  the  maximum 
collection  (recovery  and  avoidance)  of  TPL  at  reasonable  cost. 

In  the  following  sections,  we  identify  and  discuss  the 
major  conceptual  problems  in  definitions  of  collection 
approaches  and  the  classification  of  TPL  resources.     In  the  last 
section,  we  present  our  recommended  TPL  program  conceptual 
framework. 

A.     COLLECTIONS  APPROACHES 

The  apparent  emphasis  on  "collection  approach"  as  the  key 
variable  in  the  effectiveness  and  costs  of  state  Medicaid  agency 
TPL  programs  has  led  to  some  definitions  and  conceptualizations 
which  are  confusing,   particularly  for  estimating  accessible  TPL 
and  for  measuring  state  TPL  program  performance.     Two  areas  in 
particular  should  be  clarified:     definitions  of  approaches  and 
the  place  of  approaches  within  the  context  of  a  TPL  collection 
program. 


1 . 

the 


Current  Definitions 

The  RFP  for  this  study  defined  three  basic  approaches 
collection  of  third-party  liability:   "cost  avoidance 
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provider  based;"  "cost  avoidance  agency  based;"  and  "pay  and 

chase."  The  critical  distinction  in  these  definitions  appears 

to  be  in  the  timing  of  the  collection:     before  or  after  the 

Medicaid  agency  pays  the  claims. 

The  major  difficulty  with  the  three  categories  is  the  "cost 
avoidance  provider-based"  category.     Several  different  defini- 
tions of  this  approach  have  been  offered.     Some  definitions  do 
not  require  any  Medicaid  agency  action.     Other  definitions  of 
this  approach  do  ascribe  certain  activities  to  the  Medicaid 
agency.     But,   in  most  cases,   these  actions  are  identical  to 
those  stated  and/or  subsumed  by  the  definitions  of  an  "agency 
based  cost  avoidance"  approach.     The  distinctions  between  the 
two  "types"  of  cost  avoidance  become  blurred  and  are 
insufficient  to  warrant  separate  classifications. 

We  do  not  mean  to  imply  that  provider  collection  of  third- 
party  liability  does  not  occur  or  is  not  important.     To  the 
contrary,  provider  collection  of  health  insurance  payments 
before  billing  the  Medicaid  program  is  an  important  and  integral 
part  of  any  state's  overall  TPL  collection  effort.     The  TPL 
program  can  significantly  influence  the  extent  to  which 
providers  bill  third  parties  first.     A  key  technique  here  is  the 
provision  of  third-party  resource  information,   however  limited, 
on  the  Medicaid  identification  card.     Another  method  of 
increasing  appropriate  third  party  billing  by  providers  is  the 
use  of  a  cost  avoidance  program. 

We  recommend  that  the  term  "provider  based  cost  avoidance 
approach"  be  replaced  with  the  term  "provider  reported  insurance 
collections."     We  also  recommend  that  these  collections  be 
counted  in  summary  measures  of  state  TPL  program  recoveries  and 
avoidances . 

2 .     Approaches  and  Programs 

Cost  avoidance  and  benefit  recovery  are  two  different  ways 
of  utilizing  or  collecting  applicable  third-party  liability. 
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These  terras  do  not  identify  or  define  the  various  other 
activities  which  a  state  Medicaid  agency  must  undertake  in  order 
to  collect  these  funds.     That  is,   these  terms  do  not  define 
state  level  programs  but  only  one  component  or  part  of  all 
activities  needed  for  an  effective  TPL  program.     Whether  a  state 
chooses  to  focus  on  cost  avoidance  or  benefit  recovery  or  both, 
the  state  agency  must  identify  situations  where  third  parties 
are  potentially  liable  for  medical  expenses,   transmit  this 
information  to  appropriate  state/local  agency  personnel,  and 
provide  some  monitoring  and  recording  of  subsequent  actions. 

Since  cost  avoidance  and  benefit  recovery  are  only  parts  of 
overall  state  efforts,   they  may  not  be  the  critical  or  deciding 
variable  in  the  effectiveness  of  state  TPL  programs.  Our 
research  indicates  that,   for  health  insurance  resources,  the 
success  or  failure  and  the  costs  of  a  state's  TPL  program  depend 
primarily  on  the  system  used  to  identify  and  retain  information 
on  health  insurance  resources  available  to  Medicaid  recipients. 

B.     COST  AVOIDANCE 

The  terra  "cost  avoidance"  is  used  to  describe  several 
concepts  which,   in  fact,   are  not  the  same.     For  example,  "cost 
avoidance"  refers  to: 


•  a  pre-payment  edit  system  whereby  the 
state  Medicaid  agency  rejects  claims  for 
recipients  with  known  health  insurance 
resources, 

•  the  amount  of  Medicaid  funds  which  are 
not  spent  because  of  prepayment  edit 
systems , 

•  the  amount  of  insurance  payments 
reported  by  providers  on  invoices,  and 

•  other  efforts  by  the  Medicaid  agency  to 
encourage  providers  to  file  with  other 
payors  first,  such  as  supplying 
insurance  information  on  Medicaid  cards. 
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To  reduce  ambiguity  and  confusion  in  the  term  "cost 
avoidance"  we  suggest  that  qualifiers  be  attached  to  the  term 
and/or  that  other  nomenclature  be  adopted  for  some  of  the  items 
listed  above. 

C.     CLASSIFICATION  OF  THIRD-PARTY  RESOURCES 

There  are  many  different  third  parties  which  may  be  liable 
for  medical  care  costs  incurred  by  Medicaid  program  recipients. 
These  third-party  resources  are  not  identical  to  each  other. 
They  can  be  distinguished  from  one  another  and  grouped  into 
relatively  homogenous  categories  on  the  basis  of  key  character- 
istics of  resource  utilization  by  the  Medicaid  recipient  and 
also  on  variables  related  to  state  Medicaid  agency  access  to  the 
resources . 

During  the  course  of  this  study,  we  found  that  distinctions 
are  often  not  made  between  different  types  of  third-party 
resources.     For  example,   the  May  1980  federal  regulations  do  not 
pay  sufficient  attention  to  resource  differences  which  impact  on 
the  design  of  state  TPL  programs  'or  on  the  collection  of 
liability.     The  four  states  studied  do  distinguish  between 
"major"  classifications  of  TPL  resources,   and  two  of  these 
states  also  differentiate  between  specific  resources  and/or 
collection  efforts  (subprograms)  within  the  major  TPL  classes. 

Based  on  our  examination  of  four  state  TPL  programs  and 
available  literature  and  on  our  own  efforts  to  develop  a  concep- 
tual framework  and  an  analytical  approach,  we  feel  that  some 
distinction  between  resource  types  is  necessary  to  an  under- 
standing of  state  TPL  collection  efforts  and  for  an  analysis  of 
the  success  of  these  efforts.     The  first  distinction  we  propose 
is  a  fairly  general  one:     health  care  resources  versus 
casualty/liability  insurance  resources.     These  two  categories 
are  defined  as  follows. 
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•  Health  care  resources:     resources  available 
to  the  Medicaid  recipient  by  virtue  of 
his/her  enrollment  in  or  eligibility  for  the 
programs  or  resources,  and 

•  Casualty /liability  resources:  resources 
potentially  available  to  the  Medicaid 
recipient  only  upon  the  occurrence  of  an 
"accident . " 

Within  the  health  care  resources  category,   a  further 
distinction  must  be  made  between  insurance  or  insurance- type 
resources  and  health  and  medical  care  service  programs,  as 
follows . 

•  Health  insurance  type  resources 

The  recipient  is  "insured"  for  the  costs  of 
health  and  medical  services.  Broadly 
defined,   "insurance"  includes  commerical 
health  and  medical  insurance  policies,  Blue 
Cross/Blue  Shield  and  similar  plans,  and 
railroad  retirement  benefits.  Benefits 
available  from  commercial  health  insurance 
resources  and  from  plans  such  as  Blue 
Cross/Blue  Shield  can  b.e  paid  directly  to  the 
Medicaid  agency. 

•  Health  care  programs 

These  are  programs  which  require  that  health 
and  medical  services  be  obtained  from  a 
specified  source  with  the  provision  of  no  fee 
or  a  nominal  charge  to  the  patient.  Prepaid 
health  plans  such  as  health  maintenance 
organizations  (HMOs)  belong  in  this 
category.     Benefits  available  under  prepaid 
health  care  plans  are  for  services,  not 
payment.     Consequently,   neither  the  Medicaid  , 
agency  nor  providers  not  included  in  the 
scope  of  the  prepaid  plan  can  be  reimbursed 
for  services  rendered  to  enrollees  except  in 
special  cases  such  as  emergency  treatment  or 
prior  authorization  for  services  from  other 
providers . 

In  addition  to  these  differences  in  basic  resources,  other 
factors  influence  the  state  Medicaid  agency's  ability  to  recover 
from  the  resource  to  offset  medical  care  expenditures.  Because 
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of  these  constraints,  some  third-party  resources  should  be 
identified  separately  from  others  for  purposes  of  describing  and 
analyzing  particular  components  of  TPL  programs.     Those  resource 
types  which  warrant  separate  classification  and  the  rationale 
for  these  decisions  are  as  follows. 

•  Medicare 

The  Medicare  program  is  an  "insurance  type" 
program,  but  benefits  can  only  be  paid  to 
enrolled  providers  and  recipients. 
Currently,   there  is  no  universal  mechanism 
for  the  exchange  of  funds  between  the 
Medicare  and  Medicaid  programs.     This  limits 
the  ways  in  which  the  Medicaid  program  can 
"collect"  Medicare  program  liability.  Also, 
the  Medicare  program  is  a  federally 
administered  program  serving  about  12%  of  the 
United  States'  population.    The  sheer  size  of 
the  program  and  the  fact  that  both  the 
Medicare  and  Medicaid  programs  are 
administered  at  the  federal  level  by  HCFA 
suggest  that  the  TPL  resource  category  of 
Medicare  stand  alone.  > 

•  CHAMP US 

The  CHAMPUS  program  has  acknowledged  that  it 
is  liable  before  the  Medicaid  program  for  the 
medical  expenses  of  military  dependents.  The 
barriers  to  Medicaid  agency  recovery  of 
CHAMPUS  liability  are:     1)  the  lack  of  a 
CHAMPUS  eligibility  file;   2)  the  provision 
that  reimbursements  for  inpatient  services 
rendered  outside  a  military  medical  facility 
will  be  made  only  if  the  patient  resides 
beyond  a  specified  minimum  distance  from  a 
military  medical  facility  or  if  the  service 
was  emergency  treatment  or  if  authorized  by 
CHAMPUS  prior  to  receipt  of  service;   3)  the 
requirement  for  appropriate  patient 
signatures  on  CHAMPUS  claim  forms;  and  4)  the 
required  use  of  CHAMPUS  claim  forms  for 
verification  of  items  2  and  3. 

•  Title  IV-D  Child  Support  Enforcement  Agencies 

The  major  functions  of  the  IV-D  agencies  are 
to  locate  absent  parents,  establish 
paternity,  establish  absent  parent  support 
obligations,  and  enforce  support 
obligations.     In  the  performance  of  these 
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activities,  the  agency  may  uncover  absent 
parent  health  insurance  resources  which 
include  dependent  coverage.     These  agencies 
may  also  pursue  the  recovery  of  Medicaid 
payments  for  maternity  and  confinement 
expenses  or  may  seek  court-ordered  medical 
support  (payment  of  bills  and/or  health 
insurance  coverage)  for  dependent  children . 
These  activities  generally  fall  under  the 
purview  of  the  May  1980  regulations  allowing 
the  IV-D  agencies  and  the  state  Medicaid 
programs  to  enter  into  cooperative  agreements 
for  the  sharing  of  information  and/or  seeking 
and  enforcing  medical  support  obligations. 
Title  IV-D  agencies  generally  work  through 
and  with  local  court  systems.     Given  that 
cooperative  agreements  are  required,  TPL 
collection  efforts  which  involve  and/or 
require  IV-D  agency  participation  should  be 
kept  separate  from  other  TPL  collection 
efforts . 

The  above  discussions  suggest  the  following  minimum 
classification  of  TPL  resources: 

•  health  insurance, 

•  casualty/liability  insurance, 
©    prepaid  health  plans, 

®  Medicare, 

•  CHAMPUS,  and 

■••     IV-D  or  responsible  relative. 

D .     COMPONENTS  OF  STATE  TPL  PROGRAMS 

The  conceptual  framework  devised  and  adopted  for  this 
examination  and  comparison  of  state  TPL  utilization  efforts 
separates  TPL  into  two  major  categories:     health  insurance 
resources  and  casualty/liability  insurance  resources.  Since 
there  are  basic  differences  between  these  types  of  TPL,  the 
various  activities  needed  to  utilize  the  resources  are  also 
different.     These  activities  have  been  identified  and  designated 
as  program  "components."     The  TPL  program  framework  is  as 
follows: 


fo 
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•  Health  Insurance  Resources 

—  system  for  identifying  and  recording  all 
health  insurance  and  health  care 
resources  available  to  Medicaid 
applicants/recipients , 

—  system  for  retaining  health  care 
resources  information  and  transferring 
this  information  to  appropriate 
subsystems , 

prepayment  edits  to  identify  selected 
claims  (e.g.,   inpatient  hospital)  for 
recipients  with  other  resources  so  that 
the  claims  can  be  rejected  back  to 
providers  and  the  Medicaid  agency  can 
avoid  payments  for  these  recipients, 

benefit  recovery  programs  in  which 
appropriate,  claims  are  identified  and 
recovery  of  Medicaid  expenditures  is 
sought ,  and 

document  control  and  accounting  systems. 

•  Casual ty /Liability  Insurance  Resources 

identification  of  accidental  injury  or 
illness  to  Medicaid  recipients  and 
identification  of  related  claims, 

procedures  for  notifying  appropriate 
parties  of  Medicaid  interest  in  the  case, 

procedures  for  billing  and  collecting 
from  appropriate  parties,  and 

case  control  and  accounting  systems. 
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CHAPTER  III:     OVERVIEW  OF  THE  STUDY  STATE  TPL  PROGRAMS 

TPL  collection  programs  in  four  states  were  examined  during 
the  course  of  this  study:     California,  Michigan,  Minnesota,  and 
North  Carolina.     These  four  states  are  quite  different  in  terms 
of  economic  and  population  characteristics  and  also  in  the 
proportions  of  the  population  eligible  for  federal  cash  and 
medical  assistance  programs.     Selected  characteristics  for  the 
four  states  and  United  States  averages  are  shown  in  Exhibit 
III-l. 

The  state  Medicaid  agencies  in  each  of  the  four  states 
include  a  TPL  unit  or  office  established  specifically  to  develop 
TPL  collection  (avoidance  and  recovery)  strategies  and  to 
operate  benefit  recovery  programs.     The  TPL  units  vary  in  size 
from  a  staff  of  6  in  North  Carolina  to  about  100  in  California. 
In  this  chapter,  we  provide  an  overview  of  the  four  state  TPL 
programs,   focusing  on  program  organization,  major  functions,  and 
development. 

A.  CALIFORNIA 

The  designated  TPL  unit  for  the  state  of  California  is 
located  in  the  Recovery  Section  of  the  Medi-Cal  Division  of  the 
California  Department  of  Health  Services.     Of  the  three  Recovery 
Section  Units,   the  Third  Party  Liability  Unit  (TPLU)  is  the 
group  with  primary  responsibility  for  TPL  collections.     The  TPLU 
is  divided  into  two  programmatic  areas:     Health  Insurance 
Collection  (HIC)  and  Casualty  Insurance  Collection  (CIC). 

The  Compliance  Unit  of  the  Recovery  Section  assists  these 
two  programs  in  field  investigation  and  also  collects  other  TPL, 
recipient  liability,  and  recoveries  for  reasons  not  related  to 
TPL.     The  Buy-In  Unit  is  responsible  for  developing  and 
operating  the  Medicare  Part  B  Buy-in  program  and  is  not  directly 
involved  in  TPL  collection. 
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1 .     Health  Insurance  Collection  (HIC)  Program 

A  total  of  44  persons  are  assigned  to  the  Health  Insurance 
Collection  (HIC)  Program  of  the  TPLU.     This  staff  is  divided 
into  four  operational  groups  as  follows. 

•  Case  Identification  Group 

•  Carrier  Billing  Group 

•  Technical  Support  Group 

•  Accounts  Group 

a .  Case  Identification  Groupl 

The  3  supervisors  and  13  office  assistants  in  the  Case 
Identification  Group  are  responsible  for  all  activities  relating 
to  the  identification  and  retention  of  information  on  recipient 
health  care  resources.     These  activities  include:     mail-out  of 
computer  generated  questionnaires  (HRB2)  on  other  health  care 
resources  available  to  Medi-Cal  recipients;  telephone  and  mail 
follow-up  on  incomplete  and  unreturned  questionnaires;  review, 
correction,  and  key  entry  of  insurance  information;  and 
establishment  and  maintenance  of  hard  copy  case  files. 

b .  Carrier  Billing  Group 

This  group  consists  of  3  supervisors  and  11  office 
assistants.     It  handles  all  manual  activities  relating  to  the 
automated  billing  of  insurance  carriers;  mails  the  computer 
generated  Health  Insurance  Payment  Demands  (HIPD's)  to  insurance 
companies;  reviews  and  redirects  returned  payment  demands  to 
other  carriers;  and  reviews  and  resolves  insurance  company 
payments  and  denials. 


J-The  procedures  used  by  California  to  identify  Medicaid 
recipient  health  care  resources  have  changed  since  the  field 
work  for  this  study  was  completed.     Responsibility  for  resource 
identification  now  rests  with  the  county  offices. 
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c .     Technical  Support  Group 

The  four-person  Technical  Support  Group  provides  a 
variety  of  technical  and  analytical  support  on  behalf  of  the  HIC 
program.     This  includes  analysis  of  legislation,  analysis  and 
reporting  of  payment  performance  and  staff  organization  and 
performance,   assisting  in  or  conducting  ad  hoc  studies  in  a 
variety  of  areas,   liaison  with  insurance  carriers,  on-site 
review  of  carrier  payment  processing,  and  preparation  and 
analysis  of  management  reports. 


d .     Accounts  Group 

All  accounting  activities  for  the  HIC  Program  are 
performed  by  the  eight-person  Accounts  Group.     This  staff 
processes  checks,   resolves  payments  against  billed  amounts, 
prepares  appropriate  key  entry  documents  for  the  computerized 
accounts  receivable  system,  processes  refunds  for  overpayments 
made  to  the  Medi-Cal  program,   tracks  cases  transferred  to  other 
Recovery  Section  units,  updates  and  corrects  errors  in  the 
system,  and  prepares  and  analyzes  management  reports. 

2 .     Casualty  Insurance  Collection  (CIC)  Program 

The  Casualty  Insurance  Collection  (CIC)  Program  of  the  TPLU 
is  comprised  of  four  major  groups  as  follows. 

•  Collection  Group  I 

•  Collection  Group  II 

•  Program  Support  Group 

•  Technical  Support  Group 

a .     Collection  Groups  I  and  II 

The  four  subgroups  in  the  two  Collections  Groups  are 
responsible  for  the  technical  activities  needed  for  the  recovery 
of  Medi-Cal  expenditures  made  on  behalf  of  recipients  suffering 
accidental  injury/illness.     A  total  of  6  supervisors  and  15 
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staff  are  assigned  to  Collection  Groups  I  and  II.     Leads  on 
potential  accidental  injury  cases  are  obtained  primarily  from 
Medi-Cal  recipients'  attorneys  and  from  the  automated  CIC 
system.     In  the  automated  CIC  system,   the  fiscal  agent  extracts 
paid  claims  with  diagnosis  codes  indicating  traumatic  injury. 
Extract  tapes  are  added  to  the  existing  CIC  Potential  Case  Mater 
File  by  the  California  Department  of  Health  Services  (DHS) 
Computer  Services  Branch.     Medi-Cal  Injury  or  Illness  Inquiry 
letters  are  generated  by  computer  and  sent  to  Medi-Cal  recip- 
ients by  DHS  Computer  Services.     Completed  inquiry  letters  are 
returned  by  recipients  to  the  CIC  Program  for  follow-up  by 
Collection  Groups  I  and  II.     The  collections  staff  review 
returned  accident  injury  letters  and  other  leads,  review 
recipient  claims  history  files  for  identification  of  accident 
related  claims,   initiate  and  follow-up  on  direct  requests  to 
insurance  carriers  for  payments  and  on  the  filing  of  liens  and 
other  legal  documents,   investigate  potential  casualty  cases, 
negotiate  settlements  for  some  types  of  cases,   refer  cases  to 
the  Attorney  General's  Office,  and  reconcile  payments  against 
the  accounts  receivable  file. 

b.     Program  Support  Group 

Of  the  five  subgroups  in  the  Program  Support  Group, 
three  work  exclusively  on  Casualty  Insurance  Collections.  The 
23  staff  in  the  2  Collection  Support  Subgroups  provide  clerical 
support  to  the  2  Collection  Groups,   including  ordering  recipient 
claims  histories,   preparing  correspondence  and  other  documents; 
maintaining  hard-copy  files;  and  other  typing,  document 
handling,   computer  input  processing,  and  support  activities. 

The  five-person  Casualty  Account  Subgroup  performs  all 
accounting  activities  for  casualty  collection  cases  only.  This 
includes  matching  payments  received  with  cases  on  the  computer- 
ized accounts  receivable  file,  verifying  payment  amounts,  and 
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entering  case  action  and  payment  information  into  the 
computerized  system. 

The  other  two  subgroups  in  the  Program  Support  Group 
do  not  work  exclusively  on  CIC  Program  cases.     The  Compliance 
Accounting-  Subgroup  handles  the  accounting  functions  for  all 
Compliance  Unit  cases  and  the  Collections  Services  Subgroup  (7 
staff  members)  provides  general  clerical  support  to  both  the 
Compliance  Unit  and  the  CIC  Program  of  the  Third  Party  Liability 
Unit. 

c .     Technical  Support  Group 

The  persons  who  comprise  this  group  are  responsible 
for  general  technical  support  activities  in  such  areas  as 
analysis  of  program  operations  and  legislation,  special  studies 
in  the  casualty  collections  area,  and  report  preparation  and 
analysis . 

Nonroutine  cases  from  both  the  HIC  and  CIC  programs  are 
referred  to  the  Compliance  Unit  fpr  field  investigation. 
Although  a  total  of  34  staff  are  assigned  to  this  unit,  an 
estimated  7  full-time  equivalent  hours  are  devoted  to  HIC  and 
CIC  referrals  and  to  other  TPL-related  areas  of  benefit 
recovery . 

3 .     Program  History 

A  state-level  program  for  the  recovery  of  Medi-Cal  expendi- 
tures from  health  insurance  resources  was  first  implemented  in 
1973.     Because  of  the  very  large  volume  of  Medi-Cal  claims,  the 
early  manual  recovery  system  was  replaced  by  the  automated 
Health  Insurance  Collection  (HIC)  Program  beginning  in  1975. 
The  first  computer-printed  bills  to  health  insurance  carriers 
were  generated  in  June  1975,  and  the  automated  accounts 
receivable  system  was  implemented  in  May  1976. 
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'  The  first  automated  bills  were  not  honored  by  the  health 

insurance  companies.     The  state  brought  suit  against  approxi- 
mately 600  carriers  in  1975.     All  cases  were  settled  out  of 
court  by  1978,  and  California  recovered  about  $2.1  million  in 
benefits  from  about  $72.1  million  previously  paid  by  the 
Medi-Cal  program.     The  actual  amount  of  third-party  liability 
for  the  contested  claims  is  not  known. 

Health  insurance  recoveries  totaled  $645,749  in  the  1972-73 
state  fiscal  year  (July-June).     By  1978-79,   these  recoveries 
totaled  $7.3  million  and  $7.8  million  in  health  insurance 
recoveries  is  projected  for  the  1979-80  state  fiscal  year. 

From  1973  through  1978,   the  Medi-Cal  fiscal  agents  were 
responsible  for  recoveries  from  casualty/liability  insurance 
resources.     The  state  opted  to  take  over  this  recovery  area 
beginning  in  1979  with  the  start  of  a  new  fiscal  agent 
contract.1     Planning  for  the  automated  Casualty  Insurance 
Collection  (CIC)  System  began  in  1978  and  focused  on  the 
development  of  an  integrated  system.     The  case  identification 
portion  of  the  system  was  implemented  in  June  1979,  and  the 
accounts  receivable  system,   including  Compliance  Unit 
accounting,  became  operational  in  the  spring  of  1980. 
Transition  from  fiscal  agent  recovery  to  the  CIC  System  was 
completed  in  November  1979. 

Casualty  collections  by  the  fiscal  agent  in  1972-73 
equalled  $2.24  million  and  increased  to  $6.7  million  by 
1978-79.     Original  projections  for  the  1979-80  fiscal  year  CIC 
Program  plus  fiscal  agent  recoveries  were  $7.0  million.  This 
amount  was  recouped  by  April  1980  and  a  total  of  $11.7  million 
was  actually  recovered  for  the  1979-80  fiscal  year  (July-June). 


iUntil  1979,  a  consortium  of  Blue  Cross/Blue  Shield 
agencies  and  EDS-Federal  acted  as  the  Medi-Cal  fiscal  agent. 
The  new  competitive  contract  was  awarded  to  Computer  Sciences 
Corporation . 
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B.  MICHIGAN 

The  designated  TPL  unit  in  Michigan  is  the  Third  Party 
Liability  Division  (TPLD)  of  the  Bureau  of  Medicaid  Authori- 
zation and  Program  Integrity,  a  part  of  the  Medical  Services 
Administration  (MSA)  within  the  Department  of  Social  Services 
(DSS).     The  Third  Party  Liability  Division  is  organized  into 
four  major  sections  with  a  total  of  seven  functional  area 
units.     This  organizational  arrangement  was  adopted  in  October 
1979  following  the  addition  of  20  new  staff  positions. 

1 .     Systems  Support  Section 

The  Systems  Support  Section  includes  two  units,  the 
Screening  and  Validation  Unit  and  the  Medical  Support  Unit. 
The  Screening  and  Validation  Unit  consists  of  one  supervisor, 
two  general  clerks,  five  technical  clerks,  and  eight  medical 
benefits  clerks.     This  unit  performs  various  secretarial  and 
technical  support  activities  for  the  TPLD,  including  the  review 
of  health  insurance  information  forms  received  from  county 
intake  workers,  preparation  of  these  forms  for  keypunching,  and 
resolution  of  errors  in  the  computerization  of  the  information. 
The  staff  also  completes  telephone  verification  of  Blue  Cross/ 
Blue  Shield  (BCBS)  coverage  information,   investigates  claims 
pended  by  the  cost  avoidance  program,  follows  up  and  investi- 
gates health  insurance  leads  supplied  by  other  TPLD  units,  and 
provides  clerical  support  for  the  Casualty  Section. 

Activities  in  the  Medical  Support  Unit  center  around 

paternity  cases  and  the  Friends  of  the  Court  (FoC)  medical 

support  pilot  project. 

•     Paternity/Confinement :     processing  of 
county  requests  for  medical  assistance 
payments  pertaining  to  the  birth  of  a 
child  for  whom  a  paternity  action  has 
been  initiated  (includes  only  AFDC 
recipients) . 
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•     Friends  of  the  Court:     processing  of 
insurance  code  change  requests  for 
individuals  in  AFDC  absent  parent  cases 
(Title  IV-D  program)   in  the  five  pilot 
project  counties  and  recording  of 
post-payment  billing  reconciliations  for 
these  same  cases. 

The  Medical  Support  Unit  includes  one  supervisor  and  four 
reimbursement  analysts  (one  additional  analyst  position  is 
authorized,  but  currently  vacant). 

2 .     Casualty  Section 

The  Casualty  Section  is  charged  with  the  recovery  of 
Medicaid  program  payments  made  on  behalf  of  recipients  suffering 
accidental  injuries.     Each  of  the  two  units  in  this  section  is 
comprised  of  one  supervisor  and  seven  reimbursement  analysts. 
The  Casualty  Unit  of  this  section  handles  no-fault  automobile 
and  Workers'   Compensation  cases.     Other  potential  third-party 
liability  cases  such  as  slip  and  fall  and  malpractice  are 
investigated  and  resolved  by  the  General  Liability  Unit.  Cases 
must  be  referred  to  the  State  Attorney  General's  Office  when 
there  is  litigation  or  when  the  suggested  settlement  is  less 
than  100%  of  the  Medicaid  payments. 


3 .     Health  Insurance  Section 

The  Health  Insurance  Section  consists  of  1  supervisor  and 
10  reimbursement  analysts.     This  section  has  responsibility  for 
the  processing  of  post-payment  bills  (PPB's)  to  insurance 
carriers  once  these  bills  have  been  produced  by  the  Bureau  of 
Medicaid  Operations.     Manual  processing  activities  include:  PPB 
preparation  and  mailing;  maintenance  of  the  management/control 
log  of  PPBs;  check  resolution;  review  and  reconciliation  of  PPBs 
rejected  by  insurance  carriers;  and  research  and  record 
correction  of  the  billing  tape  used  instead  of  paper  PPBs  for 
post-payment  billing  of  Blue  Cross/Blue  Shield. 
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4.     Medicare/ Institutional  Recovery  Section 

The  Medicare/Institutional  Recovery  Section  is  comprised  of 
two  units.     The  Medicare/LTC/ORAL  Unit  investigates,  develops, 
and  implements  programs  for  the  recovery  of  third-party  funds  or 
Medicaid  payments  in  three  programmatic  areas. 


•  Medicare :     recovery  of  Medicaid  payments 
which  become  the  liability  of  the 
Medicare  program  because  of  retroactive 
Part  B  Medicare  coverage  and  of  other 
Medicare  program  liability  not  identi- 
fied or  avoided  during  invoice 
processing . 

•  Long-Term  Care  (LTC)  Providers: 
development,  in  conjunction  with  the 
Office  of  Support  Services,  of  a  cost- 
avoidance  program  and  a  post-payment 
billing  program  for  selected  LTC 
services  and  interim  manual  recovery  of 
insurance  resources  from  providers. 

•  Other  Resources  Adjustment  Log  (ORAL) : 
monitoring  and  processing  of  ORALs 
listing  services  and  recipients  for 
which  both  insurance  and  Medicaid 
payments  were  received.     Only  the  cost- 
settled  hospitals  are  requested  to 
submit  quarterly  logs  to  the  TPLD. 


Recoveries  in  these  areas  are  made  through  the  gross  adjustment 
process;  cash  refunds  are  not  requested.     The  two  persons  in 
this  unit  also  function  as  a  "special  studies"  group  assigned  to 
short-term  projects  and  administrative  support  activities  on  a 
variety  of  topics. 

The  Accounting  Unit  located  in  this  section  receives  and 
tracks  check  copies  and  receipt  vouchers  received  from  the  DSS 
Accounting  Office  and  live  checks  sent  to  the  TPLD,  maintains 
monthly  accounting  journals,  and  prepares  internal  and  formal 
reports  on  TPL  collections  and  avoidances.     An  accounting 
supervisor  and  two  bookkeeping  clerks  are  assigned  to  this  unit. 
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'5 .     Program  History 

Development  of  a  state  administered  TPL  collection  program 
in  Michigan  began  in  1972  following  the  transition  from  the  use 
of  a  fiscal  agent  (Blue  Cross/Blue  Shield)  to  internal  Medicaid 
agency  claims  processing.     At  that  time,  the  five-person  TPLD 
concentrated  on  developing,  investigating,  and  pursuing  third- 
party  resource  leads  obtained  from  a  variety  of  sources.  The 
staff  also  developed  letters  and  other  instructional  materials 
concerning  Medicaid  program  obligations  as  the  payor  of  last 
resort  and  the  roles  and  responsibilities  of  providers  in 
billing  third  parties. 

Further  development  of  the  TPL  program  in  1975  in  the  area 
of  health  insurance  focused  on  three  major  components. 

•  TPL  master  file:     restructuring  of 
existing  forms  and  procedures  for 
development  of  a  computerized  TPL  master 
file  containing  sufficient  information 
for  both  a  cost  avoidance  and  a  post- 
payment  billing  program. 

•  Cost  avoidance  program:  identification 
of  reasonable  parameters  for  rejecting 
provider  invoices  when  other  recipient 
resources  are  indicated  and  development 
of  TPL  editing  routines  for  application 
during  regular  claims  processing 
activities . 

•  Post-payment  billing  program:  develop- 
ment of  parameters  and  procedures  for 
identifying  and  retaining  information  on 
provider  invoices  not  rejected  by  the 
cost  avoidance  program  and  development 
of  a  computerized  system  for  billing 
potentially  liable  third  parties. 

During  1976,   the  first  TPL  master  file  was  completed  and 
health  insurance  information,   including  the  policy  number,  was 
printed  on  the  monthly  Medicaid  cards.     A  computer  program  for 
rejecting  invoices  from  four  provider  types  when  the  TPL  master 
file  indicated  recipient  coverage  by  1  of  15  specific  insurance 
carriers  was*  designed  and  ready  for  implementation.     An  expanded 
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i^ost  avoidance  program,  including  additional  provider  types, 
services,  and  insuring  agents,  began  operation  on  October  1, 
1979. 

The  first  automated  health  insurance  post-payment  bills 
(PPBs)  were  printed  in  August  1977  and  included  bills  for 
services  rendered  to  known  (or  suspected)  insured  Medicaid 
recipients  during  the  previous  two  years.     Most  of  the  major 
insurance  companies,  except  the  Blue  Cross/Blue  Shield  (BCBS) 
organization,  honored  the  computer  printed  bills. 

The  Medicaid  agency  initiated  litigation  against  BCBS  for 
$52  million  or  the  total  amount  paid  by  the  Medicaid  program  on 
behalf  of  BCBS-covered  recipients.     The  Medicaid  program  and  the 
BCBS  organization  reached  an  agreement  for  processing  claims  for 
services  rendered  from  September  1976  through  September  1979. 
The  first  net  BCBS  refunds,  totalling  $2.9  million  were  received 
in  1980.     BCBS  processing  of  the  remaining  claims  continues. 
Currently,  there  is  no  agreement  between  BCBS  and  the  Michigan 
TPLD  for  BCBS  processing  of  current  PPBs. 

In  addition  to  these  features,  a  pilot  project  in  the 
medical  support  area  was  started  in  1977.     Project  participants 
include  the  Friends  of  the  Court  (FoC)  systems  in  five  counties 
and  the  TPLD.     Only  those  AFDC  cases  where  the  courts  have 
ordered  child  support  by  absent  parents  fall  within  the  purview 
of  the  pilot  project.     Administrative  costs  are  paid  by  the 
Medicaid  program  and  the  participating  FoC  counties  currently 
receive  15%  of  those  recoveries  attributed  to  their  efforts,  as 
provided  by  P.L.  95-142. 

TPL  collections  in  Michigan  increased  from  about  $1.2 
million  in  the  1973-74  fiscal  year  to  $4.4  million  in  1976-77  to 
$22.1  million  in  1978-79  (October-September). 


C.  MINNESOTA 

The  Minnesota  TPL  program  is  a  benefit  recovery  program 
which  includes  both  the  Title  XIX  Medicaid  program  and  the 
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Minnesota  General  Assistance  Medical  Care  program.     Medical  care 
providers  have  the  option  of  billing  either  an  identified  health 
insurance  resource  or  the  Minnesota  Medical  Assistance 
Division.     There  is  no  system  for  denying  providers  payment 
because  of  potentially  liable  recipient  third-party  resources. 
The  designated  TPL  unit  is  the  Benefit  Recovery  Unit  (BRU)  of 
the  Medical  Assistance  (MA)  Division  of  the  Department  of  Public 
Welfare  (DPW) ,  Bureau  of  Income  Maintenance. 

The  BRU  is  responsible  for  recovering  medical  assistance 
payments  from  health  insurance  carriers;  Medicare  is  not 
considered  a  TPL  resource  by  the  BRU.     The  BRU  also  seeks 
reimbursements  in  most  casualty/liability  cases,  including 
no-fault  automobile  insurance,  Worker's  Compensation,  and 
general  liability.     The  county  welfare  offices  are  responsible 
for  benefit  recovery  in  absent  parent  medical  support  cases  and 
for  recoveries  from  excess  assets  and  estates  of  recipients. 
Two  counties  also  pursue  recoveries  in  the  tort  area. 

The  Minnesota  BRU  is  comprised  of  19  full-time  and  3 
part-time  staff  organized  into  4  functional  sections: 

•  Recovery  Coordination 

•  Data  Control 

•  Accounts  Receivable 

•  Tort 

1 .     Recovery  Coordination  Section 

The  five-person  Recovery  Coordination  Section  manually 
processes  the  computer-generated  Health  Insurance  Claim  Forms 
(HICFs)  or  bills  to  health  insurance  carriers,  reviews  carrier 
payment  denials,   assists  in  processing  the  Health  Insurance 
Information  Forms  (HIIFs)  received  from  the  counties,  and 
interacts  with  other  parties  involved  in  the  health  insurance 
post-payment  billing  program. 
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2.  Data  Control  Section 

The  Recovery  Coordination  Section  is  assisted  by  the  Data 
Control  Section,  comprised  of  an  administrative  assistant,  four 
typists,  and  three  part-time  filing  staff.     The  Data  Control 
Section  prepares  the  HIIFs  for  computer  entry,  submits  correc- 
tion forms,  and  provides  clerical  support  for  the  entire  BRU. 

3.  Accounts  Receivable  Section 

The  Accounts  Receivable  Section  is  responsible  for 
accounting  procedures  for  the  BRU  health  insurance  recovery 
program  and  for  county  recoveries,  except  in  tort  cases.  Four 
persons  are  assigned  to  this  section. 

4.  Tort  Section 

The  three-person  Tort  Section  is  charged  with  the  recovery 
of  medical  assistance  payments  made  on  behalf  of  recipients 
suffering  accidental  injury  or  illness.     The  legal  paraprofes- 
sional,  medical  claims  analyst,  and  tort  clerk  seek  reimburse- 
ments directly  from  liable  insurance  carriers  in  uncontested 
tort  cases.     In  contested  cases,  a  Medical,   Surgical,  Hospital 
Lien  is  filed  through  the  appropriate  county  Attorney  General's 
office.     These  cases  are  researched  and  negotiated  by  the  Tort 
Section,  and  proposed  settlements  or  court  actions  are  approved 
by  the  BRU  supervisor. 

Hennepin  (Minneapolis)  and  St.  Louis  (Duluth)  counties 
pursue  no-fault  automobile  and  general  liability  cases  involving 
their  recipients,   and  St.  Louis  county  also  pursues  Workers' 
Compensation  cases.     The  Tort  Section  handles  the  accounting  for 
casualty/liability  cases. 

5.  Program  History 

A  state-level  TPL  program  in  Minnesota  began  in  1974  in 
conjunction  with  the  development  of  a  Medicaid  Management 
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Information  System  (MMIS).     Early  efforts  concentrated  on 
researching  existing  TPL  collection  techniques,  obtaining 
supportive  legislation,  delineating  the  state's  role,  and  spec- 
ifying an  overall  approach.     The  state  opted  for  an  automated 
TPL  recovery  program.     The  scope  of  BRU  activities  was 
specified,   the  software  for  producing  bills  to  health  insurance 
carriers  was  programmed,   interim  manual  processing  and  support 
procedures  were  designed,  and  existing  information  on 
recipients'   health  insurance  resources  was  verified. 

In  December  1975,   the  12-person  BRU  was  fully  operational. 
At  this  time,   the  first  bills  to  insurance  carriers  were 
generated  by  computer.     The  form  for  securing  insurance  informa- 
tion from  MA  recipients  was  reformatted  for  direct  key  entry  in 
1977.     Testing  of  the  planned,   fully  automated  system  for 
identifying  and  selecting  claims  for  billing,   for  identifying 
and  accumulating  claims  in  potential  accident  cases,  and  for 
maintaining  an  accounts  receivable  file  began  in  the  summer  of 
1980. 

Total  TPL  collections  (state  plus  county,  except  recipient 
liability)  in  Minnesota  increased  from  about  $1.9  million  in  the 
1974-75  state  fiscal  year  (July-June)  to  $10.4  million  by 
1978-79. 

D.     NORTH  CAROLINA 

The  designated  TPL  unit  for  the  state  of  North  Carolina  is 
the  Third  Party  Recovery  Section  (TPRS).     It  is  located  in  the 
Financial  Operations  Section  of  the  Division  of  Medical 
Assistance  (DMA),  Department  of  Human  Resources  (DHR) .     The  TPRS 
has  a  staff  of  six,   including  the  TPRS  Chief,   three  Field 
Representatives,  an  Accounting  Clerk,  and  a  secretary.  The 
accountant  formerly  assigned  to  the  TPRS  and  some  of  his 
functions  have  been  transferred  to  a  newly  created  Accounts 
Receivable  Office  within  the  Financial  Operations  Section.  The 
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TPRS  is  not  divided  into  smaller  groups  according  to  function  or 
type  of  third-party  resource. 

1.  Field  Representatives 

The  Field  Representatives  are  responsible  both  for  the 
investigation  and  follow-up  of  Medicaid  recipient  accidents  and 
for  working  with  hospitals  in  resolving  hospital  credit  balances 
for  treatment  of  Medicaid  recipients.     Each  Field  Representative 
is  assigned  a  specific  group  of  counties  and  handles  all  cases 
within  this  geographical  area. 

2.  Accounting  Clerk 

The  Accounting  Clerk  processes  other  health  insurance 
cases.     Recovery  from  health  insurance  resources  is  accomplished 
through  the  providers.     Claims  for  insured  or  potentially 
insured  recipients  are  identified  by  computer  and  insurance 
inquiry/refund  request  letters  are  sent  to  providers.  Follow-up 
activities  are  focused  on  those  letters  which  are  returned  to 
the  TPRS. 

3.  Fiscal  Agent 

The  North  Carolina  Medicaid  fiscal  agent,  Electronic  Data 
Systems-Federal  (EDS-F),  also  plays  a  major  role  in  the  TPL 
program.     EDS-F  operates  the  TPL  cost  avoidance  program  as  part 
of  the  claims  processing  function  and  also  performs  post-payment 
TPL  edits.     The  provider  inquiry  letters  are  automatically 
generated  by  this  editing  system.     Letters  are  sent  if  health 
insurance  resources  or  accidental  injuries  are  suspected. 

One  and  one-half  persons  from  EDS-F  are  assigned  follow-up 
duties  on  TPL  cases  specifically.     Like  the  TPRS  staff,  the 
EDS-F  TPL  personnel  research  and  follow  up  on  provider  letters 
which  are  received  by  EDS-F. 
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4 .     Program  History 

The  North  Carolina  TPRS  was  established  in  1977  as  a  unit 
in  the  Medical  Services  Section  of  the  Division  of  Social 
Services  (DSS).     Following  the  establishment  of  a  separate 
Division  of  Medical  Assistance  (DMA) ,   the  TPRS  and  other  TPL 
staff  formerly  assigned  to  a  DSS  accounting  office  were 
consolidated  under  the  DMA. 

Planning  for  the  TPL  program  focused  first  on  identifying 
current  health  insurance  recovery  procedures  which  could  be 
expanded  and  then  selecting  an  approach  for  benefit  recovery. 
The  Hospital  Financial  Management  Association  Medicaid  Task 
Force  was  consulted  about  their  preference.     The  recovery 
approach  selected  for  health  insurance  resources  relies  on  the 
providers  and  does  not  include  TPRS  billing  of  insurance 
carriers.     The  existing  post-payment  TPL  editing  system  was 
expanded  to  include  the  generation  of  letters  to  providers.  A 
planned  change  in  the  Medicaid  Identification  Card  format  was 
utilized  to  expand  the  TPL  indicator  from  an  asterisk  indicating 
other  resources  to  the  name  of  the  health  care  resource. 

In  the  1978-79  fiscal  year  (July-June),   the  TPRS  collected 
$2.7  million  in  TPL  refunds  and  recorded  $2.6  million  in 
provider  reported  collections  and  Medicare  liability.  For 
1979-80,   the  TPRS  anticipates  about  $3.0  million  in  refunds. 

Further  development  and  expansion  of  the  TPL  program  is 
planned.     A  major  enhancement  currently  in  progress  is  the 
development  of  a  computerized  health  insurance  resource 
subfile.     This  file  is  being  developed  as  part  of  a  Department 
of  Human  Resources  effort  to  redesign  the  Medicaid  eligibility 
data  system. 
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CHAPTER  IV:     COMPARISON  OF  STUDY  STATE  METHODS 
FOR  USING  HEALTH  INSURANCE  RESOURCES 


State  Medicaid  agency  programs  for  using  health  care 

resources  available  to  persons  eligible  for  Medicaid  benefits 

are  comprised  of  three  major  subsystems  or  components.  These 
are : 


The  four  states  included  in  this  study  have  devised 
different  systems  and  techniques  for'  addressing  the  major 
components  of  a  health  care  resources  collection  program 
(avoidance  and  recovery).     Some  of  these  techniques  are  very 
similar  and  some  are  very  different.     Each  has  implications  for 
the  success  of  the  program. 

In  this  chapter,   the  various  methods  employed  by  the  study 
state  Medicaid  agencies  within  the  major  program  components  are 
compared  and  contrasted.     To  facilitate  comparison,  v/e  have 
divided  the  three  major  program  components  into  more  discrete 
categories.     These  categories  are: 


•  identification  of  other  health  coverage, 

•  data  retention  and  transfer, 

•  cost  avoidance  prepayment  editing 
programs , 

•  benefit  recovery  through  direct  billing 
of  insurance  resources,  and 

•  benefit  recovery  from  providers. 


Where  possible,  data  on  the  effectiveness  and  the  costs  of  these 
methods  are  presented  and  discussed,  and  advantages  and 
disadvantages  of  different  approaches  are  highlighted. 


identification  and  retention  of  other 
health  coverage  information, 

cost  avoidance,  and 

recovery  of  Medicaid  program  benefits. 
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IDENTIFICATION  OF  OTHER  HEALTH  COVERAGE ^ 
In  the  four  study  states  the  term  "other  health  coverage" 
(OHC)  is  generally  used  to  indicate  health  insurance  and  health 
care  service  programs  available  to  Medicaid  program  eligibles. 
Enrollment  in  the  Medicare  program  is  sometimes  included  and 
sometimes  excluded  from  this  term.     In  California  and  Minnesota, 
the  Medicare  program  is  not  treated  as  a  third  party.  Medicare 
enrollment  is  not  part  of  the  OHC  identification  and  data 
retention  systems  in  these  states;  however,   it  is  included  in 
the  Medicaid  eligibility  file  as  a  separate  data  item. 

In  Michigan  and  North  Carolina,  Medicare  enrollment  is 
included  in  resource  identification  efforts  and  in  OHC 
indicators  placed  on  the  eligibility  files  and  the  Medicaid 
identification  cards.     Michigan  excludes  Medicare  enrollment 
from  the  computerized  master  file  of  Medicaid  eligibles  with 
other  health  care  resources. 

Unless  otherwise  indicated,  Medicare  enrollment  is  excluded 
from  the  terms  "other  health  coverage"   (OHC)  and  "other  health 
care  resources"  in  the  following  discussions.     "Other  health 
coverage"  thus  includes:     commercial  individual  and  group  health 
insurance  policies;  Blue  Cross/Blue  Shield  and  similar  plans; 
private  prepaid  health  care  plans;  and  government-sponsored 
plans  such  as  CHAMPUS.     The  term  "health  insurance"  includes 
only  insurance-type  resources,   specifically  commercial  health 
insurance  of  all  types,  self-insured  plans,  and  Blue  Cross/Blue 
Shield  and  similar  plans.     It  excludes  prepaid  health  care 
plans,  the  CHAMPUS  program,  and  other  government-sponsored  plans 
for  special  groups. 

1 .     identification  Systems 

The  primary  systems  used  in  the  four  study  states  to 
identify  other  health  coverage  available  to  Medicaid  program 
eligibles  fall  into  two  categories:     local  welfare  office 
identification  and  state-level  identification.  Michigan, 
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^Minnesota ,  and  North  Carolina  rely  on  the  public  assistance 

intake  workers  to  identify  and  record  applicant/recipient  health 
care  resources  information  during  the  initial  intake  interview 
and  also  during  eligibility  redetermination  and  special  case 
investigations . 

Although  the  specific  procedures  and  forms  used  in  the 
three  states  vary,   their  identification  processes  follow  the 
same  general  pattern.     In  these  states: 

•  the  public  assistance  application  forms 
include  brief  questions  on  both  Medicare 
enrollment  and  health  insurance  coverage 
available  to  all  members  of  the  case; 

•  intake  workers  review  applicant 
responses  and  probe  for  the  availability 
of  health  insurance  and  for  eligibility 
in  prepaid  health  plans  or 
government-sponsored  health  care  plans, 
such  as  CHAMPUS;  and 

•  details  on  the  available  coverage  are 
obtained,  recorded,  and  transmitted  to 
appropriate  file  systems. 

Thus,   in  these  three  states,   complete  information  on  other 
health  coverage  is  requested  at  the  local  welfare  office  level. 

The  resource  identification  system  employed  in  California1 
is  quite  different.     In  California: 

•  local  office  intake  workers  obtain  a 
gross  indication  of  other  available 
resources ; 

•  a  one-digit  OHC  indicator  is  entered 
into  the  eligibility  file.     Only  six 
resources  are  specified:     CHAMPUS;  two 
prepaid  plans,  namely  the  Kaiser 
Foundation  Health  Plan  and  Ross-Loos 
Clinic;  Blue  Shield;  and  two  Blue  Cross 
plans.     Medicare  enrollment  is  excluded; 

•  on  a  monthly  basis,   the  Department  of 
Health  Services  (DHS)  Computer  Services 
Branch  extracts  records  for  eligibles 
showing  a  positive  OHC  indicator  from 
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1Since  this  report  was  prepared,   California  has  initiated  a 
county  level  health  insurance  resource  identification  system. 
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the  eligibility  file  and  matches  it 
against  the  existing  computer  file  of 
eligibles  with  resources,  the  "OHC 
Master  Beneficiary  File"; 

•  for  all  "new"  eligibles  with  resources 
indicated,  a  "Health  Insurance  Inquiry" 
letter  is  computer-printed  and  mailed  to 
the  eligibles  by  DHS.  Postage-paid 
return  envelopes  are  provided;  and 

•  completed  inquiries  are  returned  to  the 
Third  Party  Liability  Unit  Health 
Insurance  Collection  (HIC)  staff  who 
review  the  forms,  follow-up  on 
incomplete  information,  and  add  the 
information  to  the  OHC  Master  File. 
Presently,  there  is  no  follow-up  on 
nonresponses  to  the  inquiry  letters. 

2.     Effectiveness  and  Costs  of  the  Two  Systems 

Of  the  two  approaches  to  health  coverage  resource 
identification,  the  local  office  eligibility  worker  approach  is 
more  effective,  but  more  costly  than  the  state  level  approach. 

Using  the  percentage  of  eligibles  identified  as  having 
other  health  care  resources  (excluding  Medicare)  as  a  measure  of 
effectiveness,  the  local  office  identification  system  emerges  as 
the  superior  approach.     In  1978,   13%  of  the  Minnesota  Medicaid 
eligibles  were  known  to  have  at  least  one  other  source  of  health 
care  coverage.     Michigan  TPL  staff  estimated  that  between  10% 
and  20%  of  their  Medicaid  eligibles  have  other  resources,  and  in 
North  Carolina,   this  estimate  is  placed  at  10%  to  12%.  In 
contrast,   about  4%  of  the  California  Medi-Cal  eligibles  were 
included  on  the  OHC  Master  Beneficiary  File  in  January  1980. 

If  we  examine  available  data  from  another  perspective,  the 
results  of  the  California  identification  system  are  even  less 
favorable.     The  Minnesota  statistic  and  the  Michigan  and  North 
Carolina  estimates  include  only  (or  predominantly)  those 
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Medicaid  eligibles  for  whom  complete  "billable"  information  is 
available  and  recorded.     "Billable  information"  is  information 
sufficient  for  insurance  companies  and  others  to  process 
claims.     Of  the  persons  included  in  the  California  OHC  Master 
Beneficiary  File,  complete  billable  information  exists  for  only 
about  one-fourth.     If  we  use  "billable  information  on  other 
health  resources"  as  the  basis  for  calculating  the  percentage  of 
Medicaid  eligibles  with  other  resources,   then  only  1%  to  2%  of 
the  California  eligibles  can  be  considered  to  have  other 
resources,  compared  to  about  13%  in  Minnesota  and  at  least  10% 
in  both  Michigan  and  North  Carolina. 

The  local  office  identification  approach  is  also  more 
efficient  because  there  are  fewer  and  shorter  delays  in  both  the 
acquisition  and  transfer  of  other  health  coverage  information. 
In  the  local  office  system,  other  coverage  identification  is 
essentially  immediate  and  occurs  at  the  same  time  that 
eligibility  for  public  assistance  is  determined.  Although 
complete  billable  information  is  not  always  obtained  at  intake, 
available  information  for  most  Medicaid  eligibles  is 
incorporated  into  the  various  systems  shortly  after  the  record 
is  added  to  the  eligibility  file.     The  approach  used  by 
California,  however,  results  in  several  delays:   inquiries  are 
sent  out  monthly;  Medi-Cal  recipients  may  delay  response;  and 
follow-up  with  recipients  may  take  several  weeks  to  complete. 

The  costs  of  the  resource  identification  systems  in 
Michigan,   Minnesota,   and  North  Carolina  are  not  calculated  or 
estimated  by  these  states.     However,   the  major  cost  item  in 
their  resource  identification  efforts  is  intake  worker  time. 
Personnel  in  these  states  "guesstimate"  an  average  of  10  to  12 
minutes  of  intake  worker  time  per  case  (not  eligible  individual) 
to  obtain  and  record  information  when  other  health  coverage  is 
indicated  and  about  2  to  4  minutes  to  determine  that  no 
resources  are  available. 
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f  In  California,  cost  items  attributable  only  to 

identification  (not  data  transfer)  include:     computer  operations 
to  identify  eligibles  with  resources  and  to  print  the  inquiry 
letters;  postage;  and  some  staff  follow-up  time.     Although  cost 
data  are  not  available,  it  appears  that  California's 
identification  system  is  less  expensive  than  local  office  intake 
worker  identification.     However,  since  this  system  is 
considerably  less  effective  in  identifying  health  care  resources 
and  in  obtaining  complete  billable  information,  its  lower  costs 
may  be  offset  by  much  higher  costs  in  terms  of  uncollected 
health  insurance  liability. 

3 .     Estimating  Local  Office  Identification  Costs 

The  costs  of  local  office  identification  of  other  health 
care  resources  can  be  estimated  if  a  few  other  variables  are 
known  or  can  be  estimated.     Since  these  other  variables  were  not 
known  to  the  state  TPL  units  we  visited,  we  offer  the  following 
estimation  methodology  using  hypothetical  data. 

Hypothetical  Data: 


•  Medicaid  eligibles  =  300,000 

•  Eligibles  per  case  =  3 

•  Medicaid  cases  =  100,000 

•  Percentage  eligibles  with  resources  = 
10% 

•  Cases  with  resources  =  10,000 

•  Average  yearly  intake  worker  salary  = 
$15,000 

•  Average  fringe  benefits  plus  overhead  = 

100% 

•  Work  hours  per  year  =  2,080 

•  Work  minutes  per  year  =  124,800 

•  Cost  of  intake  worker  time  per  minute  = 
$.24 

•  Time  needed  for  cases  with  resources  = 
10  minutes 
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•  Time  needed  for  cases  without  resources 
=  3  minutes 

Computations : 

1)  Number  of  insured  cases  x  minutes  per 
case  x  cost  per  minute  = 

10,000  x  10  minutes  x  $.24  =  $24,000 

2)  Number  of  uninsured  cases  x  minutes  per 
case  x  cost  per  minute  = 

90,000  x  3  minutes  x  $.24  =  $64,800 

3)  Total  costs  =  $24,000  +  $64,000  = 
$88,800 

4)  Cost  per  eligible  person  = 
$88,000 

300,000  =  $.296 

Using  hypothetical  (yet  reasonable)  data,  the  costs  of 
intake  worker  time  for  the  identification  and  recording  of  other 
health  care  resources  available  to  Medicaid  eligibles  are 
estimated  at  approximately  $.30  per  eligible  person  (not  case 
and  not  user  or  recipient) .     If  there  are  fewer  persons  per  case 
than  the  number  used  in  the  example,   then  the  total  costs  and 
the  costs  per  eligible  person  are  higher  than  those  suggested 
above.     If  we  assume  2.5  persons  per  case  and  keep  the  other 
assumptions  in  the  example,   the  total  costs  of  local  office 
identification  would  increase  to  $106,560  and  the  cost  per 
Medicaid  eligible  person  would  be  $.36. 

Applying  the  lower  identification  cost  estimate  to 
estimates  of  unduplicated  Medicaid  program  eligibles  in  the 
three  study  states,  we  arrive  at  the  following  yearly  cost 
estimates . 

•  Michigan:     1,000,000  x  $.30  =  $300,000 

•  Minnesota:     275,000  x  $.30  =  $82,500 

•  North  Carolina:     388,200  x  $.30  =  $116,460 

The  actual  costs  in  these  states  will  vary  from  these 
.estimates  depending  on  the  amount  of  time  required  in  each  state 
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to  identify  resources,  the  average  salary  of  intake  workers,  the 
fringe  benefits  and  overhead  rates,  and  the  number  of  persons 
per  Medicaid  case. 

The  estimation  procedure  suggested  above  is  somewhat 
limited  in  that  some  variables  are  excluded.     The  example  is 
based  on  time  needed  to  identify  health  care  resources  during 
the  intake/application  interview  for  public  assistance 
programs.     It  assumes  that  the  average  uninterrupted  period  of 
eligibility  is  one  year  or  less.     Intake  worker  time  would  be 
lower  if  the  average  eligibility  period  is  more  than  one  year; 
this  average  probably  varies  by  basis  of  eligibility.     Also,  the 
estimates  exclude  time  needed  to  verify  and/or  change  health 
care  resources  information  at  each  6-month  eligibility 
redetermination. 

It  should  also  be  noted  that  the  estimation  methodology 
above  includes  only  intake  worker  time.     Other  costs  are  also 
incurred  for  the  health  resources  data  retention  and  transfer 
systems,   including  supplies,  postage,  state  TPL  unit  staff  time, 
data  entry,  data  processing,  and  file  maintenance. 

B.     DATA  RETENTION  AND  TRANSFER 

The  identification  of  other  health  resources  available  to 
Medicaid  program  eligibles  is  only  the  first  step  in 
constructing  an  OHC  data  base.     This  information  must  be 
recorded  and  transmitted  to  appropriate  file  systems  for  use  in 
identifying  claims  for  insured  Medicaid  recipients  so  that 
medical  expenditures  can  be  avoided  or  recovered  from 
appropriate  third  parties. 

Data  retention  and  transfer  systems  in  the  four  study 
states  are  described  below  in  terras  of  data  recording  forms, 
other  health  coverage  master  files,  and  Medicaid  eligibility 
files  and  identification  cards.     Comments  on  three  aspects  of 
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data  retention  and  transfer  systems  are  offered  at  the  end  of 
this  section. 

1 .     Data  Recording  Forms 

The  four  study  states  collect  similar  information  about 
health  care  resources  from  Medicaid  program  applicants/ 
eligibles.     Only  North  Carolina  does  not  currently  use  a  special 
form  for  recording  this  information . 1 

Each  study  state  attempts  to  collect  identical  "minimum 
data"  on  each  identified  health  care  resource.     These  data  are: 

•  insurance  company  name; 

•  employer's  name,  if  group  policy; 

•  policyholder's  name; 

•  policy  number  and/or  contract  number; 
and 

•  Medicaid  eligible  name  and 
identification  number. 

In  North  Carolina,   the  first  four  items  are  listed  on  the 
various  eligibility  file  data  input  documents,  but  they  are  not 
keypunched  as  part  of  the  eligibility  record. 

In  the  other  three  states,  additional  information  is  also 

included  on  the  other  health  care  resources  recording  forms. 

The  forms  used  by  these  states  are  shown  in  Appendix  A.  The 

reader  will  note  that  Medicare  enrollment  is  not  included  on  any 

of  these  forms.     Additional  data  items  collected  in  these  states 

are  listed  below  by  state. 

•    California:     address  of  insurance  company; 
billing  address;  social  security  number  of 
policyholder;  effective  coverage  end  date; 
and  policy  type  and  appropriate  names, 
addresses,  and  numbers.     Since  this  form  is 


iThis  deficiency  will  be  corrected  once  the  current 
eligibility  redesign  effort  is  completed  (intake  forms,  computer 
input  forms,   and  the  computerized  eligibility  file). 
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mailed  to  Medi-Cal  eligibles,   the  address  of 
the  eligible  person  is  also  included  on  the 
form . 

•  Michigan :     names,  birth  dates,  and 
identification  numbers  for  all  recipients  in 
the  Medicaid  case;  effective  date  of 
coverage;  court-ordered  medical  support  for 
non-AFDC  cases;  and  signature  of  Medicaid 
eligible.     One  form  must  be  completed  for 
each  different  resource. 

•  Minnesota:     address  of  claims  office;  type  of 
coverage;  employer /group  address;  coverage 
begin  and  end  dates;  names  of  persons  covered 
and  relationship  to  policyholder.     One  form 
must  be  completed  for  each  different 
resource . 

2.     Other  Health  Coverage  Master  Files 

In  California,  Michigan,  and  Minnesota,  the  health  care 
resources  information  forms  are  used  to  establish  centralized 
master  files  of  Medicaid  eligibles  with  other  known  health 
coverage  (excluding  Medicare).     These  files  are  separate  from 
the  eligibility  files.     North  Carolina  currently  does  not  have  a 
centralized  OHC  file.  , 

a.     California  .  ( 

In  California,   the  information  from  the  inquiry 
letters  is  transferred  to  a  key  entry  document.     (See  Appendix 
A.)     The  names  and  addresses  of  insurance  carriers  and 
employers/unions  are  also  entered  on  the  same  computer  input 
forms.     Two  resources  can  be  included  on  each  document.  These 
forms  are  then  key  entered  to  the  OHC  Master  Beneficiary  File  by 
the  Health  Insurance  Collection  (HIC)  staff  of  the  TPL  unit. 
Both  complete  and  incomplete  (insufficient  information  for 
billing  insurance  carriers)  records  are  added  to  the  OHC  Master 
Beneficiary  File.     File  corrections  are  also  made  by  this 
staff.     All  inquiry  letters  showing  other  resources  are  then 
used  to  establish  hard  copy  case  records  maintained  by  the  HIC 
staff  . 
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b .  Michigan 
In  Michigan,   the  resource  information  forms  are 

completed  by  the  public  assistance  intake  workers.     One  copy  is 
retained  in  the  local  office  case  records  and  one  copy  is 
forwarded  to  the  TPL  recovery  unit.     The  Screening  and 
Validation  Unit  staff  reviews  the  forms  for  completeness  and 
legibility  and  returns  unacceptable  forms  to  the  local  offices 
for  correction.     The  TPL  unit  staff  adds  a  carrier 
identification  number  to  each  form.     This  number  is  used  during 
the  automated  post-payment  billing  program  to  abstract  billing 
address  information  from  a  computerized  file  of  carriers  for 
entry  on  the  post-payment  bills. 

Completed  resource  information  forms  are  forwarded  to 
the  Document  Control  section  of  the  Invoice  Processing  Division 
for  entry  to  the  "TPL  Master  File"  and  microfilming.  Although 
hard  copy  forms  are  returned  to  the  TPL  unit  and  filed,  case 
files  by  recipient  are  not  established. 

Insurance  coverage  information  is  verified  before 
system  entry  for  eligibles  reportedly  covered  by  Blue  Cross/Blue 
Shield.     This  is  the  only  resource  which  is  verified. 
Approximately  60%  of  the  Michigan  Medicaid  population  having 
other  health  care  resources  are  covered  by  Blue  Cross/Blue 
Shield.     Verification  is  currently  done  by  telephone.  This 
service  is  purchased  from  Blue  Cross/Blue  Shield. 

c .  Minnesota 

Minnesota  requires  a  signed  assignment  of  benefits 
from  policyholders  every  12  months.     Subrogation  legislation 
allows  benefit  recovery  in  situations  where  assignments  cannot 
be  obtained.     The  assignments  are  obtained  by  intake  workers  and 
forwarded  along  with  completed  "Health  Insurance  Information 
Forms"  to  the  Benefit  Recovery  Unit.     These  forms  are  obtained 
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for  persons  eligible  for  the  Title  XIX  Medicaid  Program  and  for 
the  Minnesota  General  Medical  Assistance  Program. 

Recovery  unit  staff  reviews  the  forms,  adds  carrier 
identification  codes,  and  checks  the  appropriate  code  needed  to 
indicate  billing  authority  and/or  action.  These  forms  are  used 
to  create  a  computerized  OHC  master  file.  The  Total  Data  Entry 
Unit  of  the  Invoice  Processing  Division  keypunches  the  informa- 
tion forms  to  magnetic  tape.  Error  resolution  is  accomplished 
by  the  Recovery  Unit  staff. 

The  completed  resource  information  forms  and  the 
assignment  of  benefits  forms  are  used  and  will  continue  to  be 
used  to  establish  hard  copy  case  files  on  medical  assistance 
eligibles  with  other  health  care  resources.    During  the  "interim 
manual  phase"  in  the  development  of  Minnesota's  program,  these 
files  are  needed  for  processing  post-payment  bills  to  insurance 
carriers;  these  bills  also  include  a  copy  of  the  assignment. 
Once  the  planned  automated  systems  are  in  place  later  this  year 
or  in  early  1981,   the  computer  will  perform  many  of  the 
functions  now  performed  manually  using  the  case  files.  However, 
since  assignments  are  required  and  since  some  manual  follow-up 
will  still  be  necessary,  Minnesota  will  continue  to  maintain 
hard  copy  OHC  case  files. 

d .     North  Carolina 

The  other  health  care  resources  information  collected 
in  North  Carolina  is  kept  only  in  the  county  case  records. 
Neither  a  hard  copy  nor  a  computerized  OHC  master  file  is 
established  for  use  by  the  recovery  unit  or  others  involved  in 
the  TPL  program.     Currently,  only  the  .eligibility  file  is  used 
for  recording  health  resource  information  at  the  state  level. 
North  Carolina  is  in  the  process  of  redesigning  the  eligibity 
file.     A  "TPL  subfile"  is  planned  but  has  not  yet  been  designed. 
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3 .     Eligibility  Files  and  Medicaid  Cards 

Other  health  care  resource  information  obtained  by  local 
welfare  offices  is  included  on  the  Medicaid  eligibility  files  in 
all  four  study  states.     However,   this  information  consists  only 
of  an  "other  health  coverage"   indicator  or  code.     The  codes  are 
placed  on  the  eligibility  file  and  transferred  to  the  Medicaid 
identification  cards  to  inform  providers  of  other  potential 
payors.     These  codes  are  also  used  during  other  computer 
operations  relating  to  the  TPL  program. 

In  the,  four  study  states,   the  number  of  OHC  indicator 
values  appears  to  be  related  to  the  presence/absence  of  require- 
ments for  providers  to  bill  other  programs  before  billing  the 
Medicaid  program.     Minnesota  and  California  utilize  the  smallest 
number  of  codes  while  Michigan  and  North  Carolina  use  the 
largest  number  of  codes.     These  latter  two  states  employ  prepay- 
ment edits  for  cost  avoidance  of  potential  health  insurance 
liability.     Only  Michigan  includes  the  resource  contract/policy 
number  on  the  Medicaid  identification  card.     Key  characteristics 
of  the  OHC  indicator  coding  schemes  are  as  follows. 

•  Minnesota :     yes/no  only.     Excludes  Medicare. 

•  California :     nine  values;  six  identify 
specific  resource  types,   three  for  Blue 
Cross/Blue  Shield  plans  and  three  for  prepaid 
health  care  plans.     Excludes  Medicare. 

•  Michigan :     52  values,   including  36  specific 
resources  and  several  codes  for  Medicare 
enrollment.     The  appropriate  policy/contract 
number  is  also  printed  on  the  card. 

•  North  Carolina:     34  values,   including  22 
insurance  carriers,  Medicare  enrollment, 
CHAMPUS,   Railroad  Retirement,  and  "accident 
only."     The  "name"  of  code  is  printed  on  the 
Medicare  card. 


4 .  Comments 

The  procedures  used  to  record  and  transmit  data  on  health 
care  resources  available  to  Medicaid  eligibles  are  parts  of 
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larger  systems  for  utilizing  TPL  resources.     Many  of  the 
differences  in  the  systems  described  above  result  because  of 
differences  in  automated  cost  avoidance  and/or  benefit  recovery 
systems.     However,  we  would  like  to  comment  on  three  aspects  of 
these  systems. 

a .     Automated  Systems  and  Manual  Case  Files 

California,   Minnesota,  and  Michigan  all  have  automated 
systems  for  generating  bills  to  insurance  carriers,  but  only 
California  and  Minnesota  keep  hard  copy  files  containing  both 
resource  identification  data  and  carrier  billing  information. 
These  files  have  been  necessary  in  Minnesota  because  of  the 
manual  procedures  needed  until  the  automated  system  is  fully 
operational.     However,   in  California,  maintenance  of  this  filing 
system  appears  questionable.     Reportedly,   the  filing  system  is 
used  for  purposes  of  billing  follow-up,  and  a  copy  of  each  bill 
sent  to  insurance  carriers  is  kept  in  these  files.     But,  a 
manual  follow-up  is  done  for  only  about  20  insurance  carriers. 
Also,  all  bills  are  reformatted  into  a  computerized  "potential 
accounts  receivable  file."     Thus,  recipient  resource  information 
and  bills  sent  to  insurance  carriers  are  maintained  in  both 
computer  files  and  in  hard  copy  files. 

In  Michigan,  on  the  other  hand,  post-payment  bills  are 
microfilmed  and  stored.     Duplicate  copies  of  bills  are  not 
produced  and  a  computerized  accounts  receivable  file  has  not  yet 
been  developed. 

Although  audit  trails  and  some  redundancy  are 
necessary  and  desirable,  California's  hard  copy  filing  system 
utilizes  resources  in  terms  of  space,   filing  cabinets  and 
supplies,  and  staff.     The  advantages  of  this  manual  system  are 
not  obvious,  especially  when  the  health  insurance  collections 
system  is  so  highly  computerized. 

 J 
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b.     Use  of  Separate  Computer  Files 

The  second  observation  we  would  like  to  make  here 
concerns  the  use  of  a  separate  computer  file  (or  a  subfile)  for 
OHC  information  on  Medicaid  eligibles.     Although  the  following 
comments  may  be  self-evident,  they  deserve  mention. 

The  Medicaid  programs  in  the  four  study  states  are  all 
county-administered  programs.     As  such,  access  to  the 
eligibility  file  for  purposes  of  addition,  deletion,  or 
modification  is  limited  to  the  county  offices.     The  state  TPL 
unit  personnel  in  these  states  can  only  retrieve  information 
from  the  eligibility  file,   not  change  it.     Any  changes  in  other 
health  coverage  found  by  the  state  unit  must  be  transmitted  to 
the  counties  for  entry  to  the  eligibility  file.     Similarly,  in 
the  three  states  with  centralized  TPL  or  OHC  master  files,  only 
the  state  TPL  unit  staffs  are  allowed  to  add,  delete,  or  modify 
records.     The  counties  must  transmit  information  to  these  units 
for  entry  to  the  system.     A  separate  OHC  master  file  allows  the 
state  Medicaid  agency  TPL  unit  to  control  the  information  and  to 
change  information  based  on  responses  of  third  parties  or 
providers  to  the  refund  requests  sent  out  by  these  units. 

A  separate  OHC  master  file  is  also  a  more  useful  tool 
than  the  eligibility  file  when  the  eligibility  file  contains 
only  a  code  denoting  other  resources.     The  eligibility  file  code 


indicates  a  current  resource  while  an  OHC  master  file  can  be 
designed  to  reflect  both  current  and  past  resources. 
Maintaining  past  resources  on  file,   at  least  for  12  months 
following  eligibility  termination,  allows  the  Medicaid  agency  to 
seek  refunds  even  when  the  providers  submit  invoices  late,  after 
the  insurance  resource  or  the  patient's  eligibility  has 
terminated.     Two  of  the  study  states  currently  rely  on  the 
eligibility  file  code  for  their  post-payment  billing  systems: 
North  Carolina  and  Minnesota.     Both  states  will  be  shifting  to 
separate  OHC  master  files. 
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An  OHC  master  file  or  subfile  is  also  more 
advantageous  than  keeping  the  same  information  on  the 
eligibility  file  without  a  subfile  structure.     The  OHC  files  are 
smaller  than  the  eligibility  files,  thus  reducing  the  costs  of 
computerized  programs  and  systems  for  matching  claims  data  with 
recipient  insurance  data. 

c.     Assignment  of  Benefits  Forms 

Of  the  four  study  states,  only  Minnesota  requires  a 
signed  assignment  of  benefits  from  persons  eligible  for  medical 
assistance.     In  the  other  three  states,  assignment  is 
"automatic"  with  the  acceptance  of  Medicaid  benefits.  Both 
systems  are  supported  by  appropriate  legislation  in  the  four 
states . 

Although  the  insurance  companies  reportedly  prefer  the 
signed  assignment  of  benefits  forms,  securing  these  signatures 
and  forms  on  the  required  yearly  basis  is  a  burden  to  the  state 
Medicaid  agency.     It  adds  work  to  the  intake  and  eligibility 
determination  processes,  complicates  the  recovery  process 
because  a  copy  of  the  forms  must  be  included  with  requests  for 
reimbursement,   and  necessitates  a  TPL  unit  hard  copy  filing 
system  by  Medicaid  recipient. 

It  is  to  the  state  Medicaid  agency's  advantage,  from 
the  perspective  of  cost  and  efficiency,   to  seek  state-level 
legislation  which  makes  recipient  assignment  of  benefits  (health 
insurance  and  also  benefits  awarded  as  a  result  of  accident) 
automatic  upon  acceptance  of  Medicaid  benefits. 

C.     COST  AVOIDANCE  PREPAYMENT  EDITING  PROGRAMS 

The  Michigan  and  North  Carolina  Medicaid  agencies  use 
prepayment  edits  to  identify  claims  for  Medicaid  recipients 
known  to  have  health  insurance  coverage.     The  Michigan  editing 
program  also  includes  CHAMPUS  resources  and  the  North  Carolina 
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program  includes  both  CHAMPUS  and  Medicare  resources.     A  third 
state,   California,  uses  prepayment  edits  to  identify  and  reject 
claims  for  recipients  enrolled  in  prepaid  health  plans  and  for 
those  where  CHAMPUS  resources  are  indicated.     Since  the 
California  editing  program  does  not  include  health  insurance 
resources,  it  is  not  discussed  in  this  chapter. 

The  prepayment  editing  programs  used  in  Michigan  and  North 
Carolina  are  discussed  below,   as  well  as  general  procedures  for 
estimating  cost  avoidance  and  the  advantages  and  disadvantages 
of  prepayment  edits  for  cost  avoidance. 

1 .     Prepayment  Edits 

The  primary  aim  of  the  Michigan  health  insurance  cost 
avoidance  program  is  the  rejection  of  provider  claims  for 
services  which  are  usually  covered  by  health  insurance 
policies.     Since  there  are  both  similarities  and  differences  in 
insurance  policies,  the  Michigan  program  consists  of  edit 
subroutines  which  consider  several  variables  simultaneously: 
insurance  carrier  type;  provider  type;  and  procedure  type.. 

Carriers  included  in  the  system  are":     dental  carriers,  Blue 
Cross/Blue  Shield  Regular  plans;  Blue  Cross  plans;  Blue  Shield 
plans;  and  commercial  carriers.     Commercial  carriers  include 
private  health  insurance  companies,  self-insured  labor  unions, 
and  the  CHAMPUS  program.     Thirty-five  billing  "entities" 
(different  billing  addresses)  are  currently  included  in  the 
system  from  over  1,600  different  billing  entities  licensed  to 
sell  insurance  in  Michigan.     These  35  carriers  were  selected 
primarily  on  the  basis  of  their  share  of  the  insurance  market  in 
Michigan.     Other  reasons  for  inclusion  are  carrier  preference 
and  difficulty  in  effecting  post-payment  collections  from  the 
carrier.     The  carrier  codes  are  part  of  the  Medicaid  eligible 's 
TPL  Master  File  record. 
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Provider  types  included  are:     physicians;  laboratories; 
ambulances;  medical  clinics;  dentists  and  dental  clinics; 
inpatient  hospitals;  and  outpatient  hospitals.  Specific 
procedure  codes  are  also  used.     These  include  codes  for  oral 
surgery,  surgery,  radiology,  pathology,  hospital  visits,  C-V 
diagnostic  services,  neonatal  intensive  care,  ambulance 
services,  and  outpatient  hospital  facility  charges.    Of  these 
procedures,   those  typically  not  covered  by  Blue  Cross/Blue 
Shield  plans  are  identified  and  classified  separately. 

Preliminary  edits  are  done  to  identify  specific  claims  for 
the  cost  avoidance  edits.     Claims  from  long-term  care  providers 
are  excluded  from  this  system;  a  separate  long-term  care  cost 
avoidance  editing  program  is  being  tested.     Individual  claims 
are  rejected  by  the  system  when  specific  combinations  of  carrier 
type,  procedure  type,  provider  type,  and  insurance  coverage 
dates  are  met.     The  system  includes  a  provision  for  pending 
and/or  paying  provider  claims  when  the  providers  indicate 
insurance  carrier  denial  or  excessive  delay  in  payment. 

For  claims  denied  for  Medicaid  payment  through  these  edits, 
the  provider  remittance  advice  shows  a  reason  for  denial  code 
and  the  name  and  policy/contract  numbers  of  the  recipient's 
other  health  care  resource.     The  amount  that  the  Medicaid 
program  would  have  paid  on  these  claims  is  not  computed 
individually  by  claim. 

The  North  Carolina  prepayment  editing  program  is  much  less 
specific  than  the  Michigan  program.     The  North  Carolina  program 
excludes  long-term  care  providers,  pharmacies,  and  dental 
claims  (except  for  oral  surgery),  claims  showing  insurance 
payments,  and  all  other  claims  for  which  the  Medicaid  payment 
amount  would  be  less  than  $50.     All  other  claims  for  recipients 
with  known  health  care  resources  are  rejected  only  if  the  claims 
are  submitted  within  60  days  of  the  service  date.     Providers  may 
also  override  this  system  by  indicating  on  the  invoices  that 
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claims  to  insurance  carriers  were  denied  or  that  coverage  is  not 
available . 

There  are  two  major  drawbacks  to  the  North  Carolina 
system.     First,   the  fiscal  agent's  software  reads  the  34-code 
other  health  coverage  indicator  on  the  eligibility  file  as  a 
yes/no  variable.     Payment  denial  statements  to  the  providers  do 
not  contain  sufficient  information  for  the  providers  to  bill  the 
other  resources,  unless  they  have  already  obtained  this 
information  from  the  Medicaid  recipients.     Second,  providers  can 
by-pass  these  edits  by  waiting  60  days  to  submit  claims  to  the 
fiscal  agent.     No  modifications  of  this  editing  system  are 
currently  planned,  and  improvements  must  await  development  of 
the  recipient  health  care  resources  master  file. 

2 .  Michigan  Approach  to  Estimating  Costs  Avoided 

Michigan  has  devised  a  formula  for  estimating  the  amount  of 
Medicaid  expenditures  avoided  by  the  prepayment  cost  avoidance 
system.     North  Carolina  has  not. 

The  Michigan  TPL  recovery  unit  accounting  staff  estimates 
cost  avoidance  for  each  "payroll  period"  by  calculating  the 
amount  that  would  have  been  paid  by  the  Medicaid  program  on 
claims  denied  by  the  edit  routine.     The  total  billed  amount  of 
the  rejected  claims  is  multiplied  by  the  ratio  of  paid  amounts 
to  billed  amounts  for  claims  paid  to  the  same  12  provider  types 
included  in  the  cost  avoidance  edits. 

This  procedure  results  in  an  overestimate  of  the  actual 
costs  averted  through  the  cost  avoidance  program.     Some  portion 
of  these  costs  will  be  paid  at  a  later  date  because  of 
noncoverage  by  the  identified  health  care  resources. 

3 .  Other  Considerations  in  Estimating  Cost  Avoidance 

Although  procedures  for  more  accurately  determining  the 
amount  of  cost  avoidance  achieved  through  prepayment  edits  can 
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be  devised,   they  do  not  appear  practical  for  implementation  on 
an  ongoing  basis.     In  order  to  measure  actual  savings,  one  would 
have  to  transfer  denied  claims  to  a  special  computer  file  and 
match  all  incoming  claims  against  this  file  for  a  period  of  12 
months  from  the  service  date  on  the  original  claim.     Given  the 
very  large  volume  of  Medicaid  claims,  it  is  unclear  that  the 
knowledge  which  would  be  gained  from  this  procedure  is  worth  the 
expense . 

A  related  approach  which  might  be  useful  (depending  on  the 
real  need  for  the  information)  is  the  intermittent  study  of  a 
sample  of  claims  rejected  by  the  cost  avoidance  edits.    Here,  a 
statistically  valid  sample  of  rejected  claims  from  a  given  time 
period  would  be  chosen.     At  a  later  time,  at  least  six  months, 
these  claims  would  be  compared  against  recipient  claims  history 
files  to  identify  those  originally  rejected  claims  which  were 
and  were  not  resubmitted  to  the  agency  for  payment.     The  billed 
amounts,  actual  or  estimated  Medicaid  liability  assuming  no 
other  liable  payors,  and  actual  Medicaid  payments  could  be  used 
to  develop  an  "avoidance  factor"  based  either  on  billed  amount 
or  potential  Medicaid  payable  amount.     Costs  avoided  would  then 
be  calculated  on  a  regular  basis  by  multiplying  the  billed  or 
potentially  payable  amount  by  the  cost  avoidance  factor 
expressed  as  a  fraction  or  ratio. 

However,  before  this  type  of  estimation  approach  can  be 
implemented,   two  questions  must  be  answered.     First,  given  a 
particular  sample  size,   the  current  record  keeping  systems,  and 
data  processing  capabilities,   is  this  approach  feasible  in  a 
particular  state?     Second,   is  the  information  which  would  be 
produced  by  this  approach  really  needed?     If  the  answer  to 
either  or  both  of  these  questions  is  "no",   then,   clearly,  the 
approach  should  not  be  considered  for  implementation. 

4 .     Cost  Considerations 

If  other  computerized  systems  are  in  place,  particularly  a 
recipient  other  health  coverage  master  file  and  an  automated 
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post-payment  billing  program,   the  costs  of  implementing  and 
operating  a  cost  avoidance  prepayment  edit  program  such  as  the 
one  used  in  Michigan  are  relatively  minor.     The  major  cost 
factor  is  the  design  and  testing  of  the  prepayment  editing 
routines.     Some  additional  claims  processing  costs  would  be 
incurred  because  of  the  additional  edits  and  because  some  claims 
would  be  processed  twice,   those  denied  originally  by  the 
Medicaid  program  and  also  denied  or  only  partially  paid  by  the 
other  resources  and  subsequently  resubmitted  to  the  Medicaid 
agency  for  payment.     However,   if  an  automated  post-payment 
billing  program  is  also  being  used,   it  would  offset  some  of 
these  costs  because  fewer  claims  would  be  included  in  the 
post-payment  edits. 

5.     Advantages  and  Disadvantages 

The  major  advantages  of  a  selected  prepayment  cost 
avoidance  editing  program  are: 


•  the  Medicaid  program  does  not  pay  for 
some  services  for  which  others  are 
liable ; 

•  the  workload  of  the  benefit  recovery 
operations  may  be  reduced;  and 

•  providers  receive  the  insurance  payments 
which  are  often  larger  than  the  Medicaid 
payments  for  the  same  services. 


The  major  disadvantage  of  such  a  program  is  one  which 
plagues  prevention  efforts  generally  and  is  related  to  the 
difficulty  of  measuring  the  success  of  prevention.  Typically, 
after-the-fact  collections,  in  this  case,   refunds  of  Medicaid 
payments,  are  somehow  more  "satisfying"  than  avoidance.  Refunds 
are  tangible;  they  can  be  held  and  counted.  Avoidances, 
although  real,  are  less  tangible  and  more  difficult  to  count. 
The  tendency  is  to  measure  "success"  only  in  terms  of  highly 
tangible  results:  refunds. 
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This  problem  can  be  exacerbated  by  the  political  climate 
surrounding  a  state  Medicaid  agency  and/or  the  TPL  unit. 
Political  pressure  may  be  applied  to  reduce  misspent  Medicaid 
funds  but  this  "reduction"  is  typically  viewed  in  terms  of 
refund  and  not  prevention. 

D.     BENEFIT  RECOVERY  THROUGH  DIRECT  BILLING  OF  INSURANCE 

CARRIERS 

Programs  for  the  recovery  of  Medicaid  expenditures  for 
which  health  insurance  companies  are  potentially  liable  vary 
among  and  within  the  four  state  Medicaid  agency  TPL  programs 
included  in  this  study.     However,   they  can  be  grouped  into  two 
major  types:     1)  direct  billing  of  insurance  carriers;  and  2) 
recovery  through  the  providers.     The  first  type  is  discussed 
here,   and  the  second  technique  is  discussed  in  Section  E. 

Three  study  states  have  implemented  programs  for  direct  , 
billing  of  other  resources  available  to  Medicaid  program 
eligibles:     California,  Michigan,  and  Minnesota.     All  three 
programs  are  automated,  but  at  the  time  of  our  site  visits,  the 
Minnesota  program  had  a  semi-automated  status.  Planned 
enhancements  to  the  Minnesota  system  are  currently  being  tested, 
and  full  implementation  is  expected  in  1981. 

The  California  Medi-Cal  program  utilizes  a  fiscal  agent  for 
claims  processing,   and  the  Michigan  and  Minnesota  medical 
assistance  programs  do  their  own  claims  processing.     However,  in 
all  three  states,   the  automated  billing  programs  are  operated 
from  state  Medicaid  agency/umbrella  agency  computer  systems. 

The  three  automated  billing  programs  are  similar  in  some 
respects  and  quite  different  in  others.     The  three  systems  are 
described  briefly  below,   followed  by  discussions  of  available 
data,   cost  considerations,   the  use  of  thresholds,  and  billing 
frequency.     The  post-payment  bills  used  by  these  states  are 
shown  in  Appendix  B  to  this  report. 
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1 .     Direct  Billing  Programs 
a .  California 

On  a  monthly  basis,   the  California  Department  of 
Health  Services  (DHS)  Computer  Services  Branch  matches  paid 
claims  tapes  from  the  fiscal  intermediary  against  the  "Other 
Health  Coverage  (OHC)  Master  Beneficiary  File."     Except  for 
three  services  provided  to  minors,  all  claims  for  all  eligibiles 
on  the  OHC  master  file  are  extracted  and  written  to  the  existing 
OHC  Paid  Claims  File.     The  cumulative  Medi-Cal  payment  of  the 
claims  for  each  individual  on  this  file  is  calculated. 

On  a  quarterly  basis,   "Health  Insurance  Payment 
Demands"   (HIPDs)  are  computer-generated  if  the  cumulative  value 
of  the  Medi-Cal  payments  is  $500  or  more1  and  complete  billing 
data  (billable  record)  are  available.     If  more  than  one 
insurance  resource  is  indicated,  separate  and  identical  HIPDs 
are  printed  for  each  resource. 

Individual  claims  are  listed  on  the  HIPDs  sequentially 
by  service  date.     Each  HIPD  averages  8.9  claims  and  2.5  pages. 
A  letter  and  a  processing  form  accompany  each  HIPD.     A  hard  copy 
of  each  HIPD  is  filed  in  the  health  insurance  case  files. 


b .  Michigan 

In  Michigan,  paid  claims  are  matched  against  the  "TPL 
Master  File",  and  appropriate  claims  are  extracted  and  added  to 
the  "TPL  History  File"  of  claims  awaiting  billing.  The  program 
excludes  claims  from  long-term  care  providers  and  mental  health 
facilities.  An  automated  program  for  billing  long-term  care 
services  is  currently  being  tested  and  there  is  a  separate 
operational  recovery  program  for  state  mental  health  facilities. 


l-Since  the  initial  preparation  of  this  report,  this 
parameter  has  been  reduced  to  $100. 
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Post-payment  bills  (PPBs)  are  computer-printed  from 
the  TPL  history  file  approximately  every  two  months.     All  claims 
on  this  file  are  listed  on  the  PPBs.     The  first  page  of  the  PPB 
includes  a  notice  to  the  insurance  company  of  the  Medicaid 
program's  right  to  seek  reimbursement,  and  information  identify- 
ing the  insured,   the  policyholder,  and  the  insurance  policy. 
The  last  page  is  for  completion  by  the  carrier  and  requests 
information  on  the  action  taken,  type  of  coverage,  corrections 
to  policy  data,  and  other  known  insurors. 

The  middle  pages  list  the  claims  information.  One 
page  is  printed  for  each  service  provider.     Currently,  only  one 
PPB  is  printed  per  Medicaid  recipient.     If  more  than  one 
resource  is  listed  on  the  TPL  files,  the  name,  address,  and 
policy  number  of  these  other  carriers  are  printed  on  the  first 
page  of  the  PPB.     The  PPBs  average  6.7  claims  each. 

Post-payment  bills  for  Blue  Cross/Blue  Shield  (BCBS) 
are  not  printed  but  are  transferred  to  tape  as  part  of  the 
claims  extract  process.     Currently,   these  PPBs  are  not  being 
processed  by  BCBS.     The  PPB  printing  program  also  produces  a 
control  log  by  listing  all  PPBs  generated.     The  log  is  kept 
manually,  but  has  been  designed  in  anticipation  of  a  computer- 
ized accounts  receivable  system. 

c .  Minnesota 

In  the  interim  semi-automated  system  used  in  Minne- 
sota, some  procedures  are  performed  by  computer  and  others  by 
the  benefit  recovery  staff.     The  medical  assistance  eligibility 
file   (including  both  Title  XIX  and  state  program  eligibles)  is 
matched  weekly  against  the  adjudicated  claims  file  (claims 
cleared  for  payment)  by  the  DPW  Information  Systems  Bureau. 
Claims  for  recipients  showing  a  "yes"  other  health  coverage  code 
are  extracted  and  printed  to  "Health  Insurance  Claims  Forms'* 
(HICFs)  weekly.     Outpatient  hospital,  pharmacy,  dental,  vision, 
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medical  transportation,   family  planning,   and  EPSDT  (child  health 
screening)  claims  are  excluded  from  this  system.     In  addition, 
claims  having  diagnosis  codes  and  paid  values  of  less  than  $10 
and  claims  under  $15  which  lack  diagnosis  codes  are  not  printed 
to  HICFs.     These  claims  and  outpatient  hospital  claims  are 
counted. 

One  HICF  is  printed  for  each  claim  but  several  "claim 
lines"  can  be  included  on  each  HICF.     The  HICFs  are  forwarded  to 
the  benefit  recovery  unit  for  completion  of  the  required  billing 
data.     The  HICFs  are  matched  with  the  hard  copy  case  files,  and 
a  gross  determination  of  possible  service  coverage  is  made  from 
information  in  the  file,  for  example,  benefits  exhausted  or 
dental  insurance  only,  and  complete  insurance  billing  informa- 
tion is  added  to  the  HICF.     Additional  information  for  claims 
lacking  diagnosis  codes  is  sought  from  providers  and  other 
sources  and  diagnosis  codes  are  added  to  the  HICF.  Cover 
letters  and  assignment-of-benef its  forms  are  enclosed  with  the 
HICFs.     One  copy  of  the  three-part  HICF  is  filed  in  the  OHC  case 
files,  and  one  copy  is  used  to  establish  the  accounts  receivable 
file.     HICFs  which  are  "non-billable"  are  counted  and  filed  in 
the  case  folders. 

For  recipients  eligible  for  the  CHAMPUS  program,  a 
CHAMPUS  claim  form,   a  letter  requesting  data  required  by  the 
CHAMPUS  program,  and  a  postage-paid  return  envelope  are  sent  to 
recipients.     The  CHAMPUS  claim  form  and  the  HICFs  are  then  sent 
to  the  CHAMPUS  intermediary. 

In  the  planned,   fully  automated  system,   the  adjudi- 
cated claims  file  will  be  matched  against  the  computerized  OHC 
master  file,  and  insurance  billing  information  will  be  trans- 
ferred directly  to  the  HICFs.     Some  HICFs  will  still  require 
manual  intervention,  but  most  will  be  completely  prepared  by 
computer.     In  addition,   some  changes  will  be  made  in  terms  of 
the  minimum  payment  values  of  claims  selected  for  billing  and 
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claims  types  included  in  the  program.     The  new  system  will  also 
incorporate  a  computerized  follow-up  and  accounts  receivable 
file. 


2 .     Available  Production  and  Results  Statistics 

As  evidenced  by  the  preceding  descriptions,  the  automated 
systems  for  billing  health  insurance  carriers  vary  in  terms  of: 
1)  claims  types  included/excluded;   2)  claims  selection  and/or 
billing  thresholds;  3)  the  number  of  claims  included  in  one 
post-payment  bill;  and  4)  the  frequency  of  billing.     Because  of 
these  and  other  differences,  production  and  results  statistics 
for  the  three  programs  are  not  analytically  comparable. 
However ,  for  descriptive  purposes  only,  we  have  prepared  a  table 
showing  selected  statistics  for  the  three  state  systems.  It- 
must  be  noted  that  these  computerized  billing  programs  are  not 
the  only  programs  used  in  these  states  to  recover  Medicaid 
program  expenditures  from  recipient  insurance  resources. 

Since  the  data  presented  in  Exhibit  IV-1  are  not  directly 
comparable  statistics,  we  offer  no  analysis  and  caution  the 
reader  against  trying  to  draw  conclusions  from  these  data. 

The  information  presented  for  California  is  based  on  actual 
production  figures  supplied  by  the  Recovery  Section. 
Statistics  calculated  by  bill  and  by  claim  are  understatements 
of  the  actual  values  and  represent  figures  based  on  the  number 
of  HIPDs  printed.     As  noted  earlier,  more  than  one  HIPD  can  be 
printed  for  the  same  recipients  and  services.     Total  Medi-Cal 
payments  and  collections  are  unduplicated  counts. 

Statistics  on  the  Michigan  post-payment  billing  program  are 
scant.     Although  some  records  of  production  and  collections  have 
been  kept  since  the  beginning  of  the  program,   these  data  are  not 
indicative  of  the  intended  scope  of  the  program.     The  first  few 
billing  cycles  included  claims  up  to  two  years  old,  many  of 
which  could  not  be  processed  by  the  insurance  carriers. 
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The  data  presented  for  Minnesota  were  calculated  by  the 
MAXIMUS  research  staff  from  several  different  reports  supplied 
by  the  TPL  unit  staff.     The  figures  are  based  on  the  number  of 
bills  produced  and  not  the  number  of  bills  sent.     About  10%  of 
the  bills  which  are  printed  are  not  billable  due  to  unmet 
deductibles,  non-coverage,  or  exhausted  benefits.     Also,  the 
figures  are  for  all  persons  eligible  from  medical  assistance  in 
Minnesota,  not  just  those  eligible  for  Title  XIX  Medicaid 
benefits.     We  have  not  verified  our  calculations  with  the 
Minnesota  Benefit  Recovery  Unit. 

3 .     Cost  Considerations 

No  information  on  the  operating  costs  of  the  computerized 
post-payment  health  insurace  carrier  billing  programs  in 
California,  Michigan,  or  Minnesota  was  available.  Reportedly, 
the  data  processing  offices  of  these  state  Medicaid  agencies  do 
not  calculate  the  computer  CPU  time,  data  storage  costs,  or 
output  costs.     Similarly,  data  processing  staff  time  devoted  to 
the  TPL  programs  is  not  calculated  or  estimated. 

In  addition  to  computer  expenses,  all  three  states  devote 
TPL  recovery  unit  staff  time  to  the  automated  billing  programs. 
Manual  intervention  is  needed  for  the  interim  Minnesota 
program.     California  and  Michigan  also  use  staff  to  complete  the 
processing  of  the  computer-generated  bills.     In  both  states,  the 
task  of  separating  and  stapling  computer  printouts  by  Medicaid 
recipient  and  by  resource  being  billed  falls  to  the  TPL  recovery 
units . 

Although  there  are  identifiable  groups  within  the  three 
state  recovery  units  assigned  to  the  manual  processing  of 
computer  bills,  it  is  not  appropriate  to  compare  these  groups  in 
terms  of  workload  or  "production"  statistics.     The  group 
responsibilities  are  quite  different,  and  the  duties  of  one 
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group  include  activities  which  are  performed  by  other  groups  in 
another  state's  TPL  recovery  unit. 

4 .  The  Use  of  Thresholds 

In  the  automated  billing  programs  described  above,  the 
state  TPL  recovery  units  apply  "thresholds"  to  various 
activities.     These  thresholds  are  expressed  in  terms  of  the 
minimum  medical  payment  value  required  for  an  action  to  occur. 

These  thresholds  are  applied  for  two  reasons.     First,  under 
the  current  processing  system,   it  would  cost  more  (estimated)  to 
process  the  claim  than  could  be  recovered.     The  second  reason 
relates  to  problems  of  understaf f ing .     The  threshold  provides  a 
mechanism  for  balancing  the  volume  of  work  produced  against  the 
staff  available  to  do  the  work.     We  note  that  the  use  of  thres- 
holds by  states  is  in  conflict  with  current  federal  regulations; 
that  is,  there  is  no  authority  for  thresholds  at  any  level. 

5 .  Billing  Frequency 

The  three  study  states  using  automated  systems  for  billing 
health  insurance  resources  for  Medicaid  expenditures  made  on 
behalf  of  insured  recipients  use  different  billing  cycles. 
California  bills  quarterly,  Michigan  bills  bi-monthly,  and 
Minnesota  produces  bills  on  a  weekly  basis.     Is  one  billing 
cycle  more  advantageous  than  another?     In  our  opinion,  less 
frequent  billing  has  definite  advantages  over  more  frequent 
billing,   ignoring  current  federal  regulations.     The  advantages 
involve  the  amount  of  paper  generated  and  the  resources  required 
to  process  this  paper.     Let  us  examine  this  question  using  a 
hypothetical  situation. 

Assume  two  identical  state  Medicaid  programs  using 
identical  parameters  and  procedures  to  select  claims  for  the 
post-payment  billing  of  insurance  resources.     But,   one  state 
generates  bills  on  a  weekly  basis  and  the  other  on  a  quarterly 
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basis.     Assume  further  that  Medicaid  utilization  is  constant  for 
a  3-month  period  and  that  the  Medicaid  agency  receives  two 
provider  claims  per  month  for  each  insured  recipient. 

The  total  number  of  claims  which  would  be  identified  in  the 
state  using  a  quarterly  billing  cycle  would  be  equal  to  that  in 
the  weekly  billing  state.     But,  the  number  of  billing  documents 
would  be  far  less  in  the  quarterly  billing  system.     Under  the 
quarterly  billing  system,  one  bill  consisting  of  six  claims  (two 
claims  per  month  for  three  months)  would  be  produced  for  each 
insured  Medicaid  user.     The  weekly  system  would  result  in  six 
bills,  consisting  of  one  claim  each,  for  each  insured  Medicaid 
user . 

Assuming  that  the  mail-out  requires  identical  staff 
resources  per  bill  (a  reasonable  assumption),  the  hypothetical 
weekly  system  would  consume  six  times  the  Medicaid  agency 
resources  as  the  quarterly  system.     In  addition,   the  weekly 
system  requires  more  resources  for  Medicaid  agency  processing  of 
responses  to  the  bills  and  more  insurance  carrier  resources  for 
claims  processing  than  does  the  quarterly  system.  These 
differences  are  not  in  the  same  proportion  as  the  mail-out 
function,  since  both  the  insurance  carrier,  processing  activities 
and  the  agency  carrier  response  processing  activities  must  be 
done  on  the  basis  of  individual  claims.    However,  considerable 
savings  in  staff  time  would  be  achieved  by  the  reduction  in  the 
number  of  times  the  insurance  carrier  files  and  the  Medicaid 
agency  control  and  accounting  documents  have  to  be  retrieved  and 
replaced . 

The  assumptions  presented  at  the  beginning  of  this 
discussion  are  somewhat  simplistic.     Medicaid  utilization 
is  not  constant  over  any  3-raonth  period,  and  the  number  of 
provider  claims  for  a  particular  recipient  varies.     However,  the 
basic  point  still  holds:     less  frequent  billing  produces  a 
smaller  number  of  documents  and  requires  fewer  processing 
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/resources  than  does  more  frequent  billing.     The  costs  of  the  two 
systems  may  or  may  not  be  equivalent.     On  the  one  hand,  a  less 
frequent  billing  cycle  requires  computer  resources  to  aggregate 
and  store  claims  by  Medicaid  recipient.     On  the  other  hand,  a 
more  frequent  billing  cycle  requires  more  Medicaid  agency  staff 
(data  processing  and  TPL  recovery  unit)  resources.     The  longer 
billing  cycle  also  reduces  the  processing  burden  placed  on  the 
insurance  carriers,  a  public  relations  advantage  which  should 
not  be  ignored. 

The  argument  (implicit  and  explicit)  generally  offered  for 
the  more  frequent  billing  cycle  is  that  potential  reimbursements 
to  the  Medicaid  program  will  be  lost  if  the  health  insurance 
resources  are  not  billed  within  12  months  of  the  date  of 
service.     The  assumption  here  is  that  the  insurance  companies 
will  not,  under  any  circumstances,  process  claims  which  are  more 
than  one  year  old.     But,  persons  in  the  study  states,  as  well  as 
other  sources,   indicate  that  the  amount  of  time  allowed  by 
insurance  carriers  for  claims  submission  by  the  Medicaid  agency 
can  be  extended,   through  negotiation,   from  12  months  to  15  or  18 
months  from  the  date  of  service.     As  a  result,   the  insurance 
industry  should  be  sounded  out  to  obtain  their  views  toward  less 
frequent  billing  cycles. 

Given  this  possibility,  then,  a  less  frequent  billing  cycle 
in  return  for  an  extended  billing  period  should  be  a  preferable 
alternative  to  a  weekly  billing  program.     The  Medicaid  agency 
will  not  lose  reimbursements  and  the  personnel  and  related 
processing  costs  will  be  lower  for  both  the  Medicaid  agency  and 
the  insurance  carriers. 

E .     BENEFIT  RECOVERY  FROM  THE  PROVIDERS 

Direct  billing  of  insurance  carriers  is  the  predominant 
method  used  in  our  study  states  to  recover  Medicaid  expenditures 
for  which  health  insurance  companies  are  liable.  Another 
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possibility  is  to  obtain  refunds  from  the  providers  after  they 
receive  payment  for  covered  services  from  the  insurance 
resources . 

Of  the  four  study  states,  only  North  Carolina  relies 
exclusively  on  the  providers  for  the  recovery  of  health  insur- 
ance type  resources  available  to  Medicaid  program  recipients. 
The  North  Carolina  recovery  program  includes  two  subprograms: 
1)  an  automated  provider  refund  request  program;  and  2)  an  audit 
program  for  selected  cost-settled  hospitals.     The  first  program 
is  discussed  here  and  the  audit  program  is  included  in  the 
second  section. 

1 .     The  North  Carolina  Provider  Refund  Request  Program 

In  the  North  Carolina  provider  refund  request  program,  the 
fiscal  agent  identifies  selected  paid  claims  for  insured 
Medicaid  recipients.     A  refund  request  letter  is  computer- 
printed  for  each  of  these  claims  and  mailed  to  the  provider  by 
the  fiscal  agent.     Benefit  recovery  staff  and  fiscal  agent  staff 
follow  up  on  provider  responses  to  the  letters. 

Excluded  from  this  program  are  claims  from  long-term  care 
providers,  pharmacies,  and  dental  providers  except  for  oral 
surgery  claims.     The  post-payment  editing  routine  also 
eliminates  claims  for  which  the  Medicaid  program  paid  less  than 
$50,  claims  for  which  accidental  injury  is  reported  by  the 
providers,   and  claims  for  which  insurance  payments  are  reported 
by  the  providers.     The  remaining  claims  selected  are  those  with 
recipients  having  a  "yes"  other  health  coverage  (OHC)  indicator 
on  the  eligibility  file  and  those  on  which  the  provider 
indicates  possible  insurance  resources. 

For  these  claims,  the  fiscal  agent  prints  and  mails  a 
"refund  request  letter"  to  the  provider.     (See  Appendix  B.) 
Since  the  fiscal  agent's  current  software  capability  reduces  the 
34-code  OHC  indicator  on  the  eligibility  file  to  a  yes/no 
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indicator,  and  since  there  is  currently  no  OHC  master  file  on 
Medicaid  eligibles,   the  letters  do  not  contain  any  insurance 
billing  information.     (It  should  be  noted  that  the  same  letter 
is  used  for  both  potential  health  insurance  and  casualty 
insurance  resources  and  that  the  TPL  post-payment  edit  routine 
also  includes  health  insurance  and  accidental  injury  edits.) 

Follow-up  on  these  letters  is  done  by  one  member  of  the 
recovery  unit  staff  and  one  fiscal  agent  employee.  Follow-up 
activities  are  limited  to  those  letters  returned  by  the 
providers.     Research  on  recipient  resources  is  limited  to  claims 
of  $100  or  more  in  Medicaid  payments.     Since  there  is  no 
centralized  OHC  master  file  of  any  kind,  all  requests  for 
recipient  insurance  information  must  be  transmitted  to  the 
county  offices.     No  production  or  collection  statistics  for  this 
program  are  kept  separately  from  the  overall  recovery  program 
statistics . 

As  a  recovery  effort,   this  North  Carolina  program  suffers 
from  insufficiencies  in  the  areas  of  readily  available  recipient 
resource  information,   staff  resources  for  processing  responses, 
and  control  and  follow-up  billing.     As  an  approach  to  the 
recovery  of  Medicaid  expenditures  it  has  one  major  drawback: 
like  cost  avoidance  prepayment  edits,  this  approach  is  not 
feasible  for  all  provider  types. 

The  advantages  of  this  approach  are:     1)  it  is  less 
expensive  than  post-payment  insurance  carrier  billing  systems; 
2)  cooperation  of  insurance  companies  with  the  Medicaid  agency 
is  not  necessary;  and  3)  providers  can  keep  the  larger  payment, 
Medicaid  or  insurance  payment. 

2 .     Other  Recoveries  Through  Providers 

In  addition  to  the  computerized  systems  described  above, 
the  four  study  state  TPL  collection  programs  include  other 
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programs  for  the  recovery  of  health  insurance  benefits  from 
Medicaid  providers.     Typically,  these  recoveries  are  sought  when 
the  agency  recovery  unit  is  informed  by  the  insurors  or  the 
providers  of  double  payments  to  providers.     Recoveries  are 
effected  in  two  ways:     1)  providers  are  requested  to  submit  cash 
refunds  (checks)  to  the  recovery  unit;  or  2)  the  provider's 
Medicaid  payment  account  is  debited  by  the  amount  of  the  refund 
due.     The  amount  of  the  "refund"  is  equal  to  the  smaller 
payment,  Medicaid  or  insurance  payment,  received  by  the 
providers . 

In  our  study  states,   the  debit  process  consists  of  offsets 
or  adjustments  to  provider  accounts.     It  can  only  be  used  with 
providers  currently  participating  in  the  Medicaid  program.  The 
amounts  debited  to  provider  accounts  are  credited  to  state/local 
and  federal  payment  accounts  according  to  the  original  division 
of  the  payment. 

The  debit  process  can  only  be  used  when  the  amounts  of  both 
payments  are  known  to  the  Medicaid  agency  TPL  recovery  unit. 
But,   it  has  one  advantage  over  the  cash  refund  request  system, 
from  the  perspective  of  the  TPL  unit:     no  follow-up  to  ensure 
payment  is  needed.     Notices  of  the  amount  and  the  effective  date 
of  the  debit  are  sent  to  the  providers.     The  TPL  recovery  then 
occurs  on  the  effective  date  of  the  transaction. 

The  North  Carolina  and  Michigan  TPL  units  included  in  this 
study  have  implemented  special  programs  for  obtaining  health 
insurance  and  other  resource  recoveries  from  cost-settled 
hospitals.     Because  of  cost-settlement  procedures,  these 
hospitals  cannot  submit  adjustment  invoices  and  thus  cannot 
return  payments  to  the  Medicaid  program. 

The  North  Carolina  TPL  recovery  unit  has  secured  the 
cooperation  of  several  of  the  larger  cost-settled  hospitals  in 
special  audits  to  review  and  resolve  hospital  credit  balances  on 
patient  accounts.     These  accounts  are  reviewed  to  determine  the 
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Medicaid  eligibility  of  the  patient  at  the  time  of  service  and 
the  source  of  overpayments.     The  hospitals  then  refund  duplicate 
payments  to  the  appropriate  parties — to  the  Medicaid  program  for 
services  covered  by  health  insurance  or  to  the  patients  for 
services  covered  by  either  the  insuror  or  the  Medicaid  program. 

In  Michigan,  a  similar  result  is  obtained  through  the  use 
of  quarterly  "Other  Resource  Adjustment  Logs"   (ORALs) .     The  log 
is  supplied  to  the  Medicaid  cost-settled  hospitals  by  the  TPL 
recovery  unit.     Hospitals  are  requested  (there  is  no  enforcement 
mechanism)   to  record  information  on  double  payments  involving 
payors  other  than  the  Medicaid  program.     Specific  information 
requested  includes:     patient's  name  and  Medicaid  identification 
number;  hospital  Medicaid  identification  number;  admission  and 
discharge  dates;  name  of  other  payor;  insurance  policy  numbers; 
and  the  amounts  of  the  original  charge,  Medicaid  payment,  and 
other  resource  payments.     These  data  are  verified  against 
recipient  claims  histories  and  "gross  adjustments"  are  made 
against  the  hospital  payment  accounts.     Notices  of  these  actions 
are  sent  to  the  hospitals  and  to  the  Medicaid  Institutional 
Review  Section  which  is  responsible  for  hospital  cost- 
settlements.     The  hospitals  may  send  refund  checks  with  the 
logs,   if  this  refund  procedure  is  preferred. 
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I  CHAPTER  V:     COLLECTION  OF  OTHER  TPL  RESOURCES 

Health  insurance  available  to  Medicaid  program  eligibles 
represents  one  major  third-party  payment  resource  which  should 
be  utilized  in  lieu  of  Medicaid  funds.     However,  other  payment 
I  resources  may  also  be  available  to  Medicaid  program  recipients 
and/or  to  the  Medicaid  agency.     We  have  grouped  these  other 
resources  into  two  major  categories:     1)  casualty/liability 
resources,   including  automobile  accident  insurance,  Workers' 
Compensation,  and  other  casualty/liability  insurance;  and  2) 
other  resources  which,  in  the  broadest  sense,   fall  under  the 
classification  of  "health  insurance  type"  resources  but  which 
should  be  discussed  separately  because  of  constraints  to  state 
Medicaid  agency  recovery  from  these  third  parties. 

In  the  first  section  below,  we  review  techniques  for 
identifying  accidental  injury  cases  involving  Medicaid 
recipients.     In  the  second  section,  several  factors  affecting 
the  full  recovery  of  Medicaid  expenditures  made  on  behalf  of 
accidentally  injured  recipients  are  summarized.     In  the  third 
section,  we  describe  state  Medicaid  agency  efforts  to  utilize 
hard  to  access  resources. 

A.     RECOVERY  FROM  CASUALTY /LI ABILITY  RESOURCES 

The  recovery  of  Medicaid  expenditures  for  accidental  injury 
or  illness  to  Medicaid  eligibles  involves  several  steps:     1)  the 
identification  of  accidental  injury  or  illnes~s;  2)  the 
collection  of  cause-of-in jury  information;   3)  the  identification 
of  other  resources  potentially  liable  for  the  incurred  medical 
care  costs;  and  4)  the  collection  of  maximum  reimbursement  from 
liable  third  parties.     The  casualty/liability  insurance 
collection  programs  in  the  four  study  states  are  very  similar  in 
terms  of  general  characteristics,  particularly  in  case  tracking 
and  settlement  procedures. 
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The  major  differences  between  casualty/liability  insurance 
collection  programs  are  in  techniques  for  initially  identifying 
possible  accident  cases  and  in  legal  constraints  to  the  recovery 
of  the  full  Medicaid  payments  made  for  injured  Medicaid 
recipients . 


1 •     Computer  Edits  for  Identifying  Claims 

The  four  study  state  TPL  recovery  units  use  a  combination 
of  methods  to  initially  identify  Medicaid  recipients  suffering 
accidental  injury  or  illness.    One  technique  employed  in  all 
four  states  is  the  computer  editing  of  paid  claims.     Edits  are 
conducted  on  one  or  both  of  two  variables:     1)  accident  or 
injury  codes  required  on  invoices;  and  2)  diagnosis  codes 
indicative  of  traumatic  injury,  usually  referred  to  as  "trauma 
codes."     The  800  and  900  series  of  the  ICDA  codes  and  a  few 
selected  codes  from  other  series  are  typically  used  as  trauma 
codes.     The  "E"  series  codes  designating  the  type  of  accident 
are  sometimes  included,  if  these  are  part  of  the  Medicaid  claims 
processing  system. 

Of  the  computer  edit  programs  currently  in  place,  two 
include  routines  for  the  automatic  generation  of  accident 
information  request  letters.     California's  program  is  the  most 
highly  automated  system.     The  current  Minnesota  program  will  be 
expanded  shortly  and  the  fully  automated  system  will  closely 
resemble  California's  system. 

The  initial  edits  used  by  the  study  states  to  identify 
claims  for  services  for  accidental  injury  or  illness  are  as 
f ol lows . 

•  California :     trauma  code  edit  only, 
completed  by  the  fiscal  agent;  no 
minimum  Medi-Cal  paid  amount  required. 

•  Michigan :     injury  code  edit;  five  injury 
codes  are  possible,   including  "not  an 
accident."     Only  the  codes  for 
work-related  and  auto-related  are 
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currently  screened  out  because  of 
insufficient  staff  for  follow-up.  No 
minimum  paid  claims  value  is  required. 

•  Minnesota:     injury  code  (6  values)  and 
trauma  code  edits.     Three  injury  codes 
are  screened  out:     work-related,  auto- 
mobile accident,  and  other  accident. 
Identification  for  follow-up  purposes  is 
limited  to  $100  per  paid  claim.  Smaller 
claims  are  counted. 

•  North  Carolina:     edit  on  binary  code  for 
accident  and  trauma  code  edit;  both 
edits  limited  to  claims  of  $50  or  more 
in  Medicaid  payments. 

Although  edits  on  both  accident/injury  codes  and  trauma 
codes  may  appear  redundant,  they  are  not.     Typically,  the 
accident/injury  code  edit  is  applied  first  and  the  trauma  code 
edit  is  used  only  for  those  claims  not  flagged  by  the 
accident/injury  code  edit. 

The  use  of  both  edits  is  advantageous  to  the  recovery 
unit.     The  edits  separate  Medicaid  paid  claims  into  at  least  two 
categories:     provider  reported  accident  and  suspected  accident 
(trauma  code  edit).     More  specific  edits  distinguish  among  types 
of  reported  accidents:     automobile,  work-related,  and  other 
accident.     Since  accident  type  is  a  necessary  information  item 
for  follow-up  and  identification  of  potentially  liable  third 
parties,   the  early  identification  of  this  item  narrows  the  focus 
of  necessary  follow-up  activities.   In  addition,  scarce  recovery 
unit  resources  can  be  allocated  to  those  accident  types  most 
likely  to  result  in  the  recovery  of  Medicaid  expenditures  (all 
four  study  state  casualty  collection  subunits  appeared 
understaffed  though  there  were  no  vacancies). 

The  minimum  claims  value  (Medicaid  payment)  associated  with 
edits  on  accident/ trauma  codes  are  used  only  as  a  management 
tool  to  reduce  the  follow-up  workload.     Once  a  case  has  been 
opened,  all  claims  which  can  be  associated  with  the  accident  are 
identified  and  included  in  recovery  efforts. 
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2 .     Computerized  and  Manual  Follow-up  on  Edited  Claims 

The  computer  accident/trauma  edits  on  paid  claims  lead  to 
different  computerized  and  manual  activities  in  the  four  study 
states . 

a.  California 


computer  to  the  existing  "Potential  Case  Master  File"  and  the 
total  Medi-Cal  paid  amount  for  each  recipient  on  file  is 
calculated.     When  the  cumulative  paid  value  of  the  claims 
reaches  $750,  a  "Medi-Cal  Injury  or  Illness  Inquiry"  is 
automatically  generated  and  sent  to  the  recipient.     A  follow-up 
notice  is  sent  after  60  days,  if  the  cumulative  payments  are 
$1,000  or  more.     When  no  response  has  been  received  and  $3,000 
or  more  in  Medi-Cal  benefits  have  been  paid,  the  case  is 
referred  to  the  Compliance  Unit  of  the  Recovery  Section  for 
investigation.     Cases  remain  on  the  Potential  Case  Master  File 
until:     1)  they  are  deleted  because  there  is  no  third  party 
available  or  liable  to  pay  the  claims;  2)  a  recovery  case  has 
been  established  and  the  information  is  transferred  to  the 
computerized  potential  accounts  receivable  file;  or  3)  18  months 
have  elapsed  without  a  determination  of  potential  liability. 

b .  Michigan 


to  produce  two  exceptions  reports,  one  for  work-related 
accidents  and  one  for  automobile  accidents.     The  reports  are 
listings  of  the  paid  claims  information.     The  casualty  unit 
supervisors  review  these  reports  and  assign  the  higher  dollar 
cases  to  the  technicians  for  follow-up. 

c .  Minnesota 

The  weekly  Minnesota  edit  routine  results  in  four 
exception  reports:     1)  work  accidents;   2)  automobile  accidents 


Claims  identified  through  the  edits  are  added  by 


The  weekly  edit  currently  applied  in  Michigan  is  used 
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3)  accident,  possible  tort  liability;  and  4)  diagnosis  indicates 
possible  tort  liability.     Data  from  the  paid  claims  are  printed 
on  these  reports.     Under  the  current  interim  manual  system,  the 
recovery  unit  staff  screens  these  listings  to  identify  new  cases 
for  follow-up.     Recipients  listed  on  the  reports  are  checked 
against  open  cases  and  a  list  of  recipients  for  whom  third-party 
resources  are  no  longer  available.     For  all  recipients  remaining 
after  these  two  checks,  addresses  are  obtained  by  CRT  from  the 
eligibility  file  and  "Accident/Injury  Letters"  requesting  cause- 
of-injury,  insurance,  and  litigation  information  are  sent  to  the 
recipient.     If  necessary,   two  follow-up  letters  are  sent  at  30 
day  intervals,  and  the  responsible  county  office  is  contacted. 
Hennepin  (Minneapolis)  and  St.  Louis  (Duluth)  counties  conduct 
their  own  casualty  insurance  recovery  programs.     For  these 
counties,  the  recipient  letters  and  notices  of  potential 
third-party  liability  are  sent  to  the  county  offices  for 
follow-up . 

d .     North  Carolina 

Claims  identified  by  the  North  Carolina  edits  are  used 
to  generate  " Insurance/ Accident  Inquiry  Letters"  to  providers. 
This  is  the  same  letter  used  in  the  automated  portion  of  the 
health  insurance  collections  system  and  it  is  printed  and  mailed 
by  the  fiscal  agent.     No  follow-up  letters  are  sent  and  no 
inquiries  are  sent  to  Medicaid  recipients.     Although  the  claims 
flagged  by  the  edits  are  printed  to  a  "suspect  list,"  this  list 
is  not  used  for  any  follow-up  or  control  activities  at  the 
present  time  because  of  a  reported  lack  of  staff.     The  current 
staff  works  from  inquiry  letters  returned  by  Medicaid 
recipients . 

3 .     Other  Techniques  for  Identifying  Accident  Cases 


In  addition  to  the  paid  claims  edits,   the  recovery  units  in 
the  study  states  receive  leads  on  possible  accident  injury  cases 
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(from  many  different  sources,   inside  and  outside  the  Medicaid 
(program.     However,  several  other  techniques  for  identifying 
accident  cases  have  been  devised  by  the  recovery  units. 

a.  California 

In  California,  the  attorneys  of  Medi-Cal  recipients 
are  the  most  important  source  of  information  about  third-party 
liability  in  accidental  injury  cases.     According  to  the 
California  Welfare  and  Institutions  Code,  the  Medi-Cal  recipient 
and  his/her  representatives  can  be  held  jointly  liable  for 
failure  to  inform  the  Medi-Cal  program  about  settlements 
excluding  the  program.     These  codes  also  provide  for  lien 
reductions  to  cover  attorney  fees  and  litigation  costs  for  which 
the  Medi-Cal  recipient  is  responsible  and  also  specify  the 
maximum  recovery  possible  by  the  Medi-Cal  program  (see  below). 
Of  the  new  casualty  cases  opened  by  the  Casualty  Insurance 
Collection  Program  from  July  through  December  1979,  almost  40% 
were  initially  identified  by  the  attorneys  of  Medi-Cal 
recipients.  , 

b .  Michigan 

In  Michigan,  providers  are  not  allowed  to  release 
copies  of  invoices  or  bills  paid  by  the  Medicaid  program  to 
Medicaid  recipients  or  their  representatives,  except  in  the  case 
of  subpoena.     Providers  are  asked  to  refer  all  such  requests  to 
the  Third  Party  Liability  Division,  and  to  forward  copies  of 
subpoenas  and  the  released  bills  and  other  pertinent  information 
to  the  Division.     Medical  records  are  not  affected  by  this 
restriction.     Because  of  this  nondisclosure  requirement,  the 
Michigan  recovery  staff  receives  many  leads  directly  from 
providers,  attorneys  representing  Medicaid  recipients,  and 
insurance  companies. 
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The  Michigan  casualty  recovery  staff  has  also 
established  a  good  working  relationship  with  the  Michigan  State 
Police  department.     The  police  forward  information  about 
automobile  accidents  to  this  staff  when  they  discover  in 
questioning  or  in  the  emergency  rooms  that  injured  parties  are 
Medicaid  recipients.     Efforts  are  currently  underway  to  identify 
variables  and  procedures  for  a  tape-to-tape  match  of  a  newly 
created  State  Police  automobile  accident  file  and  the  Medicaid 
eligibility  file. 

c .  Minnesota 

Through  an  agreement  with  the  Workers'  Compensation 
program,  pretrial  dockets  listing  the  names  and  social  security 
numbers  of  persons  awaiting  hearings  are  forwarded  to  the 
Minnesota  Benefit  Recovery  Unit  Tort  Section.     These  dockets  are 
checked  against  the  open  case  file  and  the  eligibility  file  to 
identify  medical  assistance  recipients  (Title  XIX  and  state/ 
general  assistance  programs) .    Over  26%  of  the  individuals 
listed  on  the  dockets  are  medical  assistance  recipients. 

d .  North  Carolina 

The  North  Carolina  Third  Party  Recovery  Section  has 
supplied  hospitals,  clinics,  and  physicians  with  "Third  Party 
Liability  'Accident'   Information  Report"  forms.     The  first  part 
of  the  form  requests  Medicaid  recipient  identification 
information  and  facts  about  the  accident.     The  second  part, 
requesting  known  insurance  information,   is  to  be  completed  as 
fully  as  possible  without  delaying  transmittal  of  the  form. 

A  second  technique  used  in  North  Carolina  and  reported 
as  very  successful  in  potential  case  identification  is  the 
requirement  that  providers  include  the  message  "Medicaid 
Recipient-Benefits  Assigned  to  the  State  of  North  Carolina"  on 
all  copies  of  medical  bills  and/or  reports  sent  to  attorneys, 
insurance  companies,  and  other  requestors. 
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After  the  initial  identification  of  an  accident  or  possible 
accident  involving  Medicaid  recipients,  the  four  study  states 
use  very  similar  procedures  for  screening  and  follow-up.  These 
include:  verifying  accidental  injury;  identifying  potentially 
liable  third  parties;  notifying  attorneys,  insurance  companies, 
and  appropriate  others  of  the  Medicaid  program's  interest  in  the 
case  and  right  to  recovery;  identifying  relevant  claims;  and 
tracking  case  actions  through  recovery. 

B.     FACTORS  AFFECTING  FULL  RECOVERY  OF  MEDICAID  EXPENDITURES  IN 
ACCIDENT  CASKS 

The  Medicaid  expenditures  that  can  be  recovered  from  liable 
third  parties  in  accident  cases  are  affected  by  the  laws,  codes, 
and  regulations  of  a  state  which  apply  to  pertinent  litigation 
such  as  when  the  Medicaid  agency  files  liens  against  potential 
settlements  or  awards  to  the  injured  Medicaid  recipients. 
Because  the  laws  and  codes  are  quite  different,  they  have 
different  effects. 

We  did  not  fully  explore  this  aspect  of  the  recovery 
programs  for  the  ramifications  of  these  laws  and  codes.  We 
have,  however,  summarized  some  of  the  legal  provisions  affecting 
the  study  states'  efforts  to  recoup  funds  in  contested  accident 
cases . 

1 .     Legal  Fees  in  Tort  Cases 

The  California  Welfare  and  Institutions  Code  specifies  the 
rights  of  the  Medi-Cal  program  to  recover  payments  made  because 
of  accidental  injury  and  the  responsibilities  of  all  parties 
involved  in  a  tort  action.  According  to  these  codes,  Medi-Cal 
recipients  and  their  attorneys  can  be  held  jointly  legally 
liable  for  failure  to  inform  the  Medi-Cal  program  about 
settlements  or  awards  excluding  the  program. 

This  code  also  contains  other  provisions.     When  the 


recipient  is  represented  by  an  attorney  and  the  state  files  a 
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lien  for  reimbursement  of  Medi-Cal  paid  medical  expenses,  the 
state  must:   1)  reduce  its  lien  by  25%,  its  "reasonable  share  of 
attorney's  fees  paid  by  the  beneficiary;"  and  2)  reduce  the  lien 
by  its  pro  rata  share  of  litigation  costs  to  the  recipient. 
These  provisions  apply  only  when  the  recipient  is  liable  for 
attorney  fees  and  litigation  costs".     In  addition,  the  state's 
share  of  the  net  award  or  settlement  is  limited  to  a  maximum  of 
50%.  *  The  net  award  equals  the  total  award  minus  attorney  fees, 
litigation  costs,  and  medical  expenses  paid  by  the  Medi-Cal 
recipient,  excluding  payments  by  the  recipient's  health 
insurance  resources. 

The  California  recovery  section  estimates  that  between  25% 
and  65%  of  the  Medi-Cal  expenditures  for  recipients  involved  in 
tort  actions  is  actually  recoverable.     Since  so  little  is 
recoverable,  the  net  effect  of  the  code  has  been  an  increase  in 
overall  casualty/liability  insurance  recoveries  characterized  by 
a  smaller  recovery  per  case  for  the  state  TPL  unit. 

2.  Workers'  Compensation  Program 

The  most  common  position  on  attorney's  fees  in  Workers' 
Compensation  cases  is  that  the  state  agrees  to  abide  by  the 
administrative  judge's  decision  concerning  attorney 
reimbursement . 

Minnesota  has  an  additional  law  concerning  Workers* 
Compensation  cases.     The  Department  of  Public  Welfare  must  be 
reimbursed  in  full  and  paid  12%  interest  on  the  reimbursement 
for  medical  payments  which  are  later  deemed  the  responsibility 
of  the  Workers'  Compensation  program. 

3 .  Negligence  Laws 

North  Carolina  has  a  contributory  negligence  law.  A 
plaintiff  can  receive  an  award  for  personal  injury  and  medical 
expenses  only  if  he/she  is  deemed  to  have  absolutely  no 
Vr^esponsibility  for  the  accident.     In  contrast,  comparative  ^ 
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negligence  laws  allow  for  the  sharing  of  responsibility  and  for 
award  of  damages  according  to  amount  of  responsibility  for  the 
accident.     Usually,  the  plaintiff  must  be  found  less  than  50% 
responsibile  for  an  award  to  be  made. 

Since  the  Medicaid  agency's  recovery  in  tort  cases  is  tied 
to  the  resolution  of  the  case  in  favor  of  the  Medicaid 
recipient/plaintiff,  the  type  of  negligence  law  affects  the 
potential  recovery. 

4 .     Subrogation  Rights 

Of  the  four  study  states,  only  North  Carolina  does  not  file 
liens  against  potential  awards  or  settlements  in  tort  cases  and 
relies,  ultimately,  on  subrogation  rights  (state  and  county). 
In  tort  cases,  the  Medicaid  recipient's  attorney  is  notified  of 
the  program's  interest  in  the  case  and  asked  to  protect  the 
state's  interest  in  any  settlement  negotiations.    The  notice 
letter  cites  the  assignment  of  benefits  statute.     If  the 
attorney  declines  to  protect  the  state's  interest,  he/she  is 
advised  of  the  subrogation  statute.     If  necessary,  the  recovery 
unit  can  file  a  subrogation  claim  directly  with  the  liable 
insurance  carrier  and  this  claim  has  precedence  over  personal 
injury  claims. 

5.     Attorney  General  Involvement 

In  two  of  the  study  states,  all  tort  cases  opened  by  the 
Medicaid  agency  recovery  unit  must  be  referred  to  the  state's 
Attorney  General's  Office.     In  both  states,  this  decision  was 
made  by  the  Attorney  General's  Office  on  the  grounds  that  only 
this  office  is  authorized  to  represent  the  interests  of  the 
state  in  legal  proceedings. 

One  state,  California,  has  provisions  for  lien  reduction  in 
recognition  of  attorney's  fees  incurred  by  the  Medi-Cal 
recipient  in  exchange  for  protection  of  the  program's 
nterests.     The  other  state,  Michigan,  has  no  provisions  for  jj 
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paying  attorney  fees,  however  euphemistically  worded.     In  the 
other  two  states,  the  Attorney  General's  Office  becomes  involved 
in  a  tort  case  essentially  at  the  request  of  the  Medicaid  agency 
recovery  unit.     Usually,  requests  are  made  only  when  there  is 
some  difficulty  in  effecting  a  recovery. 

These  differences  in  the  four  study  states  raise  some 
interesting  questions  about  the  necessity  for  (not  the  legality 
of)  Attorney  General  Office  involvement  in  recovery  unit 
activities,  the  costs  associated  with  these  activities  (lawyers 
are  more  expensive  than  recovery  unit  staffers),  and  the 
resulting  benefit-to-cost  ratios  or  net  recoveries  achieved  by 
the  Attorney  General's  Office  versus  the  Medicaid  agency 
recovery  unit. 

C.     RECOVERY  FROM  OTHER  RESOURCES 

In  addition  to  health  insurance  and  casualty/liability 
insurance,   there  are  other  resources  potentially  available  to 
offset  Medicaid  program  expenditures.     However,  techniques  for 
state  Medicaid  agency  application  of  these  resources  are  limited 
by  various  resource  characteristics.    Generally  speaking,  the 
total  Medicaid  paid  value  of  claims  for  recipients  with  these 
resources,  and,  consequently,  potential  total  collections,  are 
quite  small  in  comparison  to  those  for  recipients  with  health 
insurance . 

In  this  section,  strategies  implemented  by  the  four  study 
states  to  access  these  resources  are  described.     The  resource 
types  discussed  here  are:     Medicare,  CHAMPUS,  and  prepaid  health 
plans . 

1 .  Medicare 

In  our  four  study  states,  as  in  most  states,  some  form  of 
Medicare/Medicaid  crossover  claims  processing  is  used.  These 
systems  typically  identify  those  claims  or  portions  of  claims 
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for  which  each  program  is  liable.     Medicare  resources  apply- 
before  Medicaid  resources. 

Although  the  various  claims  processing  systems  are 
effective  for  correctly  determining  the  liable  program  for 
persons  known  to  be  eligible  for  (or  enrolled  in)  both  programs, 
there  is  one  situation  where  these  systems  are  not  applicable. 
This  is  the  3-month  retroactive  extension  of  Medicare 
eligibility  to  Medicaid  program  recipients  enrolled  in  the 
Medicare  Part  B  Buy-in  program  by  the  state  Medicaid  program. 
In  many  cases,  the  enrolled  Medicaid  recipients  have  received 
medical  services  paid  by  the  Medicaid  program  during  this 
3 -month  period.     Current  Medicare  claims  payment  rules  and 
procedures  do  not  contain  any  provisions  for  the  direct 
reimbursement  of  the  Medicaid  program  by  the  Medicare  program 
for  these  claims  or  for  other  claims  not  captured  by  existing 
crossover  or  editing  systems.     Consequently,  the  only  option 
available  to  the  Medicaid  agency  is  the  recovery  of  Medicare 
liability  through  the  providers.     That  is,  the  provider  must  be 
used  as  a  middleman  in  the  recovery  process. 

In  Michigan,   the  Third  Party  Liability  Division  (TPLD) 
staff  uses  the  gross  adjustment  process  to  recover  identified 
Medicare  liability  on  Medicaid  paid  claims.     This  is  a 
debit/credit  accounting  procedure  whereby  the  amount  due  is 
subtracted  from  the  provider's  payment  account  and  added  to  the 
state  and  federal  accounts. 

When  the  Medicare  program  is  identified  as  the  liable 
payor,  the  provider  accounts  are  gross  adjusted  by  the  estimated 
amount  of  the  Medicare  program's  liability.     Providers  are 
informed  of  the  effective  date  of  the  adjustment  (approximately 
three  weeks  after  notification)  and  instructed  to  bill  the 
Medicare  program  for  the  amounts  debited  to  their  accounts.  The 
TPLD  recoups  (in  the  form  of  a  credit)  expenditures  which  are 
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the  liability  of  the  Medicare  program  directly  from  the 
providers  before  the  providers  are  paid  by  the  Medicare  program. 

At  the  present  time,   these  adjustments  are  done  manually, 
based  on  paid  claims  edits  and  other  information  on  the  Medicare 
Part  B  enrollment  of  Medicaid  eligibles.     Michigan  plans  to  use 
the  BENDEX  history  files  and  third  party  tapes  to  identify 
retroactive  Medicare  eligibles  who  are  also  Medicaid  recipients 
and  other  payment  resources  available  to  these  eligibles,   and  to 
gross  adjust  provider  accounts  by  computer.     Since  the  TPLD  is 
experiencing  difficulties  with  the  BENDEX  data  tapes,  no  time 
frame  for  the  implementation  of  these  procedures  has  been  set. 

North  Carolina  also  recovers  Medicare  liability  on  Medicaid 
paid  claims  through  the  providers.    However,   in  North  Carolina, 
the  providers  are  instructed  to  bill  the  Medicare  program  and  to 
submit  refunds  to  the  Third  Party  Recovery  Section. 

2.  CHAMPUS 

The  Civilian  Health  and  Medical  Program  for  the  Uniformed 
Services  (CHAMPUS)  is  a  health  care  payment  program  for  active 
duty  dependents  and  retired  military  personnel,  and  their 
dependents.     CHAMPUS  benefits  apply  if  the  necessary  medical 
care  is  not  available  from  military  health  care  facilities  or  if 
these  facilities  are  not  accessible. 

To  date,  Medicaid  agency  recovery  units  have  had  very 
little  success  in  securing  refunds  of  Medicaid  payments  from  the 
CHAMPUS  program.     A  major  difficulty  here  is  that  CHAMPUS 
requires  its  own  claim  form  so  that  various  conditions  for 
service  coverage  can  be  validated.     The  CHAMPUS  program  does  not 
have  an  eligibility  file,  manual  or  computerized.     It  requires 
each  claim  form  to  be  signed  by  the  recipient. 

In  Minnesota,   the  computerized  post-payment  billing  program 
does  not  currently  distinguish  among  different  health  coverage 
resource  types.     When  the  Benefit  Recovery  Unit  processes  the 
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computer  bills  or  Health  Insurance  Claims  Forms  (HICFs) ,  bills 
addressed  to  the  CHAMPUS  program  are  held  pending  the 
acquisition  of  additional  information.    The  unit  sends  a  CHAMPUS 
claim  form,  postage-paid  return  envelope,  and  form  letter 
requesting  CHAMPUS  identification  information,  the  necessary 
signature,  and  other  data  required  by  the  CHAMPUS  program 
directly  to  the  recipients.     Two  follow-up  requests  are  sent  to 
recipients  and  the  county  office  is  contacted,  if  necessary,  to 
secure  required  information.     These  follow-up  activities  are 
implemented  at  30  day  intervals.     When  the  completed  CHAMPUS 
forms  are  received,  they  are  included  with  the  HICFs  and  are 
sent  to  the  CHAMPUS  fiscal  intermediary. 

No  data  on  the  success  of  these  efforts  were  available. 
The  Minnesota  Recovery  Unit  reports  that  recoveries  from  the- 
CHAMPUS  program  have  been  very  limited. 

Since  recovery  from  the  CHAMPUS  program  is  very  difficult, 
a  preferable  approach  is  to  avoid  the  situation  where  recovery 
is  necessary.     In  California,  provider  claims  for  services  to 
Medi-Cal  recipients  eligible  for  CHAMPUS  benefits  are  not  paid 
unless  accompanied  by  a  statement  that  the  services  are  not 
covered  by  the  CHAMPUS  program. 

3 .     Prepaid  Health  Plans 

Prepaid  health  plans  or  health  maintenance  organizations 
are  not  payment  programs,  but  service  programs.     In  return  for 
regular  premiums,  persons  enrolled  in  the  program  receive 
medical  and  other  health  care  at  approved  facilities  at  no  cost 
or  lower  costs.    Generally,  prepaid  health  plans  will  reimburse 
providers  outside  of  the  plan  only  for  emergency  services  and 
for  previously  authorized  care. 

The  California  Medi-Cal  program  does  not  pay  provider 
claims  for  eligibles  enrolled  in  prepaid  health  plans  unless 
documentation  that  the  service  is  not  covered  by  the  plan  is 
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attached.     The  Medi-Cal  program  pays  claims  for  these  services 
to  appropriate  health  plan  providers.     Claims  from  providers  not 
certified  by  the  health  plans  are  paid  for  emergency  services 
and  for  residuals  or  deductible  amounts  remaining  after  the 
prepaid  health  plan  has  paid  the  provider. 
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CHAPTER  VI:     MEASURING  TPL  PROGRAM  PERFORMANCE 

In  this  chapter,  we  examine  some  of  the,  problems  in,  and 
solutions  for,  measuring  the  success  of  state  TPL  collection 
efforts.     The  primary  unit  of  analysis  here  is  the  state  TPL 
program,  defined  broadly  as  all  ongoing  TPL  avoidance  and 
recovery  efforts,  not  just  those  of  the  state  level  Medicaid  TPL 
recovery  unit.      The  secondary  analysis  unit  is  TPL  resource 
type.     In  addition,  performance  measures  are  considered  from  the 
perspective  of  content,  comparability,  utility,  and  federal 
level  data  availability. 

In  the  discussions  which  follow,  we  address: 

•  measurement  and  interpretation  problems 
in  currently  available  data,  internal 
state  measures  of  performance,  benefit- 
to-cost  ratios,  and  MQC  TPL  error  rates; 

®    the  definition  and  construction  of  a 
performance  measure  based  on  medical 
vendor  payments,  and  the  comparison  of 
the  four  study  states  on  this  measure; 
and 

•  the  question  of  estimating  the  "true" 
amount  of  TPL  which  is  both  available 
and  accessible. 

A.     MEASUREMENT  AND  INTERPRETATION  PROBLEMS 

Ideally,  program  performance  measures  should  be  both 
comparable  across  states  and  sufficient  to  judge  all  vital 
elements  of  performance.     However,  currently  available  data  are 
not  comparable  or  complete,  and  existing  measures  used  by  the 
states  and  the  federal  government  are  inadequate  for  measuring 
or  comparing  TPL  program  performance.     In  this  section,  we 
examine  some  of  the  problems  associated  with  the  measurement  of 
performance  and  with  the  interpretation  of  several  performance 
indicators . 
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1.     Data  Accumulated  By  The  State  TPL  Units 

In  each  of  the  four  study  states,  the  TPL  benefit  recovery 
units  record  some  cost  and  TPL  collections  information. 


types  of  items  tracked  and  the  organization  of  the  information. 
In  general,  the  systems  used  have  been  designed  for  internal 
monitoring  and  management  purposes,  not  for  federal  reporting  or 
for  research  purposes. 

a.     Data  Available  on  Program  Costs 

In  the  area  of  program  costs,  three  of  the  four  study 
state  recovery  units  measure  or  estimate  only  those  costs 
actually  incurred  by  the  unit.     The  cost  items  typically 
included  are:     personnel  assigned  to  the  unit;  costs  of  the 
activities  completed  by  these  personnel;  and  contracts  or 
reimbursement  agreements  with  other  offices.     In  general,  the 
following  items  are  excluded:     computer  time  and  personnel; 
other  items,  such  as  postage,  associated  with  computer  activ- 
ities; data  entry  activities  and  personnel;  local  office  costs 
associated  with  the  identification  of  other  payment  resources 
available  to  Medicaid  recipients  and  with  research  activities 
requested  by  the  recovery  unit;  Attorney  General  staff  time  and 
other  related  costs;  and  accounting  office  staff  time  and 
related  costs. 


complete.     They  include  all  the  items  listed  above,  in  one  way 
or  another.     There  are  no  local  office  costs  because  all  neces- 
sary activities  are  undertaken  by  the  state  staff.1  However, 
the  California  cost  data  include  the  entire  Recovery  Section  and 
not  just  the  Third  Party  Liability  Unit  of  the  section. 

Some  manipulation  of  available  cost  data  could  be  done 
to  make  them  more  comparable  across  states.     However,   except  in 

3-As  noted  earlier,  the  California  program  has  been  modified 
tto  include  local  office  identification  of  health  care  resources. 


However,   there  are  wide  differences  among  the  states  in  both  the 


In  California,  however,  the  cost  data  are  more 
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California,   there  is  insufficient  data  on  work  units  or  work 
time  to  allocate  these  costs  by  major  group  or  function  within 
the  recovery  unit.     Additionally,   there  is  insufficient 
information  available  for  inflating  recovery  unit  only  cost  data 
to  an  estimate  of  total  costs  to  the  state. 

These  limitations  on  available  cost  data  preclude  the 
construction  of  defensible  performance  measures  based  on  cost, 
at  least  for  the  present. 

b.     Internal  State  Reports  on  TPL  Collections 

TPL  recovery  unit  data  on  collections,   or  benefits,  is 
much  more  accurate.     In  all  four  states,   all  collections  are 
counted,   not  just  refunds  or  recoveries.     Internal  collections 
reports  include  "offsets"  or  "adjustments"  to  provider  payment 
accounts.     These  are  debits  against  the  provider  accounts. 
Funds  recovered  through  this  process  are  credited  as  appropriate 
back  to  federal  and  state/local  Medicaid  payment  accounts. 

The  type  of  collections  and  the  classification 
categories  used  vary  among  the  four  states.     For  example,  the 
internal  California  report  does  not  include  insurance 
collections  reported  by  providers  on  invoices;  a  separate  report 
is  used.     In  the  other  three  states,   these  collections  are 
included,  but  given  different  names.     Further,   the  Minnesota 
"provider  collections"  category  includes  both  front-end 
(reported  on  the  original  invoice)  provider  insurance 
collections  and  provider  initiated  adjustments  reporting  double 
payments.     It  is  unclear  whether  these  latter  collections  are 
also  counted  in  the  other  three  states.     In  North  Carolina, 
provider  insurance  collections  are  counted  only  if  the  Medicaid 
agency  also  pays  something  on  the  same  invoices. 

There  are  other  differences  in  these  internal  reports 
which  may  be  critical  to  the  construction  and  use  of  program 
performance  measures.     First,   these  reports  do  not  include  claim 
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counts  or  case  counts,   thus  eliminating  measures  based  on 
claims.     Second,   and  more  important,  the  internal  reports 
include  all  collections  made  on  behalf  of  the  medical  assistance 
program.     In  California  and  Minnesota  this  means  that  funds  for 
the  Title  XIX  Medicaid  program  and  funds  for  general  medical 
assistance  programs  not  eligible  for  federal  matching  are  both 
included  in  the  reported  collections  data.     No  distinctions  are 
made  between  Title  XIX  and  other  money  in  the  internal 
collections  reports.1    However,   in  Minnesota,  MMIS  reports  are 
produced  for  both  the  total  medical  assistance  program  and  the 
Title  XIX  program  only.     These  reports  are  more  specific  than 
the  internal  report  in  terms  of  the  TPL  collection  sources. 
Additionally,   the  internal  reports  are  constructed  from  the  MMIS 
adjustment  reports. 

c.     Collections  Data  From  the  Quarterly  Schedule  of  Third 
Party~Li ability  Collections  for  the  Medical  Assistance 
Program  (HCFA-64.9a) 

A  second  source  of  TPL  collections  data  is  the 
federally  required  Quarterly  Schedule  of  Third  Party  Liability 
Collections  for  the  Medical  Assistance  Program  (HCFA-64 .9a) . 


However,   the  data  reported  on  this  form  are  inadequate  for  the 
purpose  of  measuring  TPL  program  performance  for  several 
reasons.     First,  only  recoveries  are  reported  so  that  the 
federal  share  of  the  recoveries  can  be  computed  and  subtracted 
from  federal  payments.     Offsets  and  adjustments  which  are  real 
TPL  collections  are  not  counted.     Second,  only  Title  XIX  funds 
are  included.     Recovery  section  activities  may  include  non-Title 
XIX  reimbursable  claims,  such  as  in  California  and  Minnesota. 

Third,  distinctions  between  types  of  TPL  resources  are 
made  only  for  those  recoveries  not  made  under  cooperative 


1Both  California  and  Minnesota  include  only  those  TPL 
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agreements  with  other  agencies  or  political  jurisdictions. 
Fourth,   the  "cost  avoidance,  provider  collections"  item  suffers 
from  the  same  counting  problem  noted  above  for  internal  recovery- 
unit  reports.     Fifth,   the  Medicaid  avoidance  figure  which  states 
are  supposed  to  add  to  the  form  is  not  comparable  across 
states.     The  amount  reported  for  this  category  is  an  artifact  of 
the  claims  processing  and  counting  systems.     One  state  may 
reject  claims  for  which  the  program  is  liable  and  count  the 
total  value  of  these  claims  as  "cost  avoidance"  even  though  the 
Medicaid  program  may  be  liable  for  some  portion  of  the  charges. 
A  second  state  may  count  only  those  claims  forwarded  for 
Medicaid  payment  after  the  Medicare  program  has  met  its 
liability. 

2.  The  Use  Of  Claims  As  A  Base  For  Performance  Measures 

In  general,   the  study  state  TPL  recovery  units  do  not 
aggregate  information  on  the  number  of  claims  included  in  TPL 
collections.     Some  data  are  available  from  the  Quarterly 
Schedule  of  Third  Party  Liability  Collections  (HCFA  64.9a). 
However,   the  definitions  of  claims  vary  by  state,  vitiating  the 
usefulness  for  comparative  purposes  of  measures  based  on  claims. 

3 .  State  Measures  Of  Performance 

The  four  study  state  TPL  recovery  units  compute  two 
statistics  for  measuring  program  performance:     the  percentage 
change  in  collections  and  the  benefit-to-cost  ratio. 

a .     Percentage  Change  in  Collections 

The  most  common  performance  measure  used  by  the  study 
states  is  the  percentage  change  in  collections.     This  figure  is 
generally  calculated  for  internal  management  purposes. 
Typically,   the  percentage  change  is  calculated  by  subprogram  or 
line  item  on  the  internal  reports  and  for  total  collections. 

 ;   ^ 
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The  bases  used  for  this  performance  measure  are  the  same  month 
of  the  last  fiscal  year  and/or  the  last  fiscal  year  to  date. 


Percentage  change  figures  are  useful  management  tools 
for  the  recovery  units,   since  they  indicate  areas  of  program 
improvement.     In  general,   they  are  related  to  improvements  in 
the  organization  and  efficiency  of  staff  and  other  resources, 
procedural  refinements,   increased  staffing  or  other  resources, 
and  expansion  into  additional  areas  of  potential  TPL  collection. 

Percentage  change  measures  might  be  useful  at  the 
federal  level,   if  there  is  interest  or  reason  for  tracking  the 
performance  of  individual  state  programs  over  time.  However, 
this  measure  is  affected  by  shifts  in  the  size  of  the  Medicaid 
eligible  population.     A  sizable  increase  or  decrease  in  this 
population  will  be  reflected  in  the  percentage  change  figures  as 
recipients  with  other  resources  are  added  to  or  subtracted  from 
the  program.     Also,   as  TPL  programs  expand  and  more  efficient 
collection  techniques  are  implemented,   the  percentage  increase 
in  collections  will  rise.     But,  as  the  program  reaches 
saturation,   the  percentage  increase  will  stabilize  at  roughly 
the  rate  of  increase  in  Medicaid  provider  payment  rates  or 
schedules.     Stabilization  may  also  occur  if  program  development 
stops  before  accessible  TPL  resources  are  completely  utilized. 
In  and  of  itself,  percentage  change  in  collections  is 
insufficient  for  federal  monitoring  purposes.     It  must  be 
combined  with  other  information  to  be  useful  or  meaningful. 

b.     Benef it-to-Cost  Ratio 

A  second  performance  measure  computed  at  one  time  or 
another  in  the  four  study  states  is  the  benef it-to-cc  ratio. 
These  ratios  range  from  a  low  of  about  6  to  8  in  California  to  a 
high  of  about  48  in  North  Carolina.     But  these  ratios  are 
deceptive,  largely  because  of  the  differences  in  calculating 
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program  costs.     Benefit-to-cost  ratios  also  reflect  changes  in 
program  design  and  improvement,   and,   from  this  perspective,  are 
useful  tools  for  the  state  recovery  units. 

kowever,  when  used  alone,  benefit-to-cost  ratios 
provide  little  information  about  the  overall  performance  of  TPL 
recovery  programs.     Benefit-to-cost  ratios  cannot  be  equated 
with  the  "goodness"  or  "badness"  of  a  TPL  collection  program. 
Consider,   for  example,   two  hypothetical  programs,  one  with  a 
benefit-to-cost  ratio  of  10,   the  other  with  a  ratio  of  5 .  If 
all  other  things  are  equal,   including  the  benefits  side,  but 
excluding  the  cost  side,   then  the  state  with  the  larger  ratio 
has  a  "better"  program.     If,  however,  all  things  are  equal 
except  the  costs  and  benefits  of  TPL  programs,  which  state  has 
a  "better"  program?     To  illustrate  the  interpretation  problem, 
we  have  prepared  the  following  hypothetical  figures. 


Exhibit  VI-1 
HYPOTHETICAL  COMPARISON 


State 

Benefits 

Costs 

Benef it-to- 
Cost  Ratio 

Net 
Benefits 

A 

$100,000 

$10,000 

10 

$  90,000 

B 

200,000 

20,000 

10 

180,000 

C 

200,000 

40,000 

5 

160,000 

D 

100,000 

20,000 

5 

80,000 

In  this  example,  states  A  and  B  have  the  same 
benefit-to-cost  ratios.     But  state  B  shows  greater  net  benefits 
than  state  A.     From  this  perspective,   state  B  has  a  better 
program.     It  states  A  and  C  are  compared,  maintaining  the 
assumption  that  all  things  except  costs  and  benefits  are  equal, 
we  find  that  state  A  realizes  smaller  net  benefits  than  state  C 
even  though  it  has  a  higher  benefit-to-cost  ratio.     In  this 
case,   the  benefit-to-cost  ratio  is  misleading  and  insufficient, 
by  itself,  as  an  indicator  of  program  success. 
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4.     Medicaid  Quality  Control  TPL  Error  Rates 

The  Medicaid  Quality  Control  (MQC)  TPL  error  rates  have 
been  suggested  by  some  observers  as  one  measure  of  TPL  program 
performance.     However,   in  our  opinion,   the  MQC  TPL  error  rates 
are  not  good  measures  of  program  performance  for  several 
reasons . 

First,  error  rates  are  "negative"  indicators.     That  is, 
they  measure  the  extent  to  which  something  is  not  done.  We 
believe  that  a  more  useful  approach  to  examining  TPL  program 
performance  is  the  use  of  positive  indicators— measures  of 
accomplishment  rather  than  deficiency.     Currently,   there  are  no 
such  measures.     The  MQC  TPL  error  rates  can  provide  only  a 
partial  picture  of  state  Medicaid  agency  efforts  in  the  TPL 
area.     At  this  point  in  the  development  of  TPL  programs,  more 
balanced  and  more  useful  information  for  policy  development  and 
planning  purposes  would  be  provided  by  measures  which  focus  on 
success . 

Second,  the  number  of  cases  on  which  the  MQC  TPL  error 
rates  are  based  is  extremely  small.     Although  the  review  sample 
sizes  have  been  established  to  ensure  the  statistical  validity 
of  the  eligibility  review  findings,  they  appear  to  be  insuffi- 
cient for  statistical  validity  of  the  TPL  error  rates.  The 
starting  sample  size  diminishes  considerably  when  cases  suitable 
for  the  TPL  review  are  identified.     According  to  a  Medicaid 
Quality  Control  report  for  1979, 

For  over  half  of  the  TPL  cases  reviewed,   there  was 
no  third  party  liability  present.     For  approxi- 
mately 24  percent  of  the  reviewed  cases,  third 
party  liability  was  present,  but  there  were  no 
claims  in  the  review  month.     For  13  percent  of  the 
reviewed  cases,  third  party  liability  was  present 
and  the  dollar  amount  verified.1 


lu.S.  Department  of  Health  and  Human  Services    Health  Care 
Financing  Administration,  Bureau  of  Quality  Control  Medicaid 
Q^alijy,  Cpntrpj  Report  for  the  Periods  April -September  1979  and 
T^v^Pl^^  Baltimore,  Maryland,  19BU,  p. 
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If  we  apply  this  statistic  of  13%  to  the  smallest  and  largest 
state  MQC  review  samples,  approximately  58  to  4411  cases  per 
6-month  period  are  the  basis  for  the  TPL  error  rates.     In  our 
opinion,   the  statistical  validity  of  error  rates  based  on  so  few 
cases  is  questionable. 

Also,   the  estimate  of  13%  of  the  sample  cases  showing 
third-party  liability  for  claims  includes  Medicare  liability. 
In  some  states,  a  very  large  proportion  of  the  TPL  review  cases 
will  show  the  Medicare  program  as  the  only  liable  third  party. 
As  we  have  indicated  elsewhere  in  this  report,  we  feel  that  the 
inclusion  of  Medicare  generally  obscures  data  on  both  resources 
and  liability. 

Third,  the  MQC  TPL  error  rates  do  not  necessarily  measure 
the  amount  of  TPL  missed  by  the  recovery  unit.     In  many  cases, 
the  error  rates  are  artificial  and  indicative  of  the  TPL  review 
philosophy  or  the  performance  of  the  TPL  reviewers.     In  short, 
the  error  rates  mean  different  things  in  different  states. 

Differences  in  error  rates  are  attributable  to  several 
factors.     First,   the  number  of  errors  found  increases  with  the 
level  of  effort  expended  to  find  the  errors.     Second,  some  of 
the  error  definitions  in  the  MQC  TPL  review  manual  are  technical 
and  not  necessarily  indicative  of  money  lost  or  of  overpayment. 
For  example,  at  the  time  of  our  data  collection  effort  in  the 
spring  of  1980,   an  error  would  result  if  recovery  was  not  sought 
within  30  days  after  the  month  in  which  the  claim  was 
identified.     However,  if  recovery  is  not  sought  within  this  time 
frame,   this  does  not  necessarily  mean  that  the  Medicaid  agency 
will  not  be  reimbursed  for  expenditures  for  which  others  are 
legally  liable.     If  the  third-party  resource  is  health 
insurance,  a  delay  of  more  than  30  days  will  not,   in  most 


1 Based  on  total  sample  sizes  of  445  and  3,395, 
respectively,  derived  from  the  Medicaid  Quality  Control  Manual 
on  Sampling  Methods. 
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instances,  affect  the  Medicaid  agency's  ability  to  secure 
appropriate  refunds.     For  states  using  a  computerized  health 
insurance  billing  system  designed  to  operate  at  two  to  three 
month  intervals,  many  "TPL  errors"  could  result,   "errors"  which 
in  fact  do  not  represent  a  loss  to  the  Medicaid  agency. 

The  interpretation  of  error  definitions  also  affects  the 
number  of  errors  found.     If  the  30-day  time  frame  and  the  phrase 
"seek  reimbursement"  are  interpreted  very  strictly,   then  not 
only  must  a  reimbursement  bill  be  prepared  during  this  time 
frame,   it  must  also  physically  leave  the  premises  of  the 
Medicaid  agency.     Again,   it  is  not  clear  what  is  lost  if  these 
conditions  are  not  met. 

The  interpretation  of  the  30-day  requirement  used  above  as 
an  example  has  changed  somewhat  since  the  field  work  for  this 
study  was  completed.     According  to  a  policy  information  memoran- 
dum to  the  Regional  Offices  dated  January  1981,   this  requirement 
has  been  relaxed  to  allow  for  the  accumulation  of  claims  to  a 
value  of  $50  within  90  days  after  the  end  of  the  month  in  which 
the  first  claim  was  received.     Despite  this  change  in  the 
numbers,   the  basic  argument  postulated  above  still  holds. 
Failure  to  meet  the  prescribed  time  frame  for  initiation  of 
recovery  efforts  results  in  an  MQC  TPL  error,  but  does  not 
necessarily  result  in  a  failure  to  ultimately  recover  the 
third-party  liability. 

A  second  difference  in  interpretation  which  we  found 
relates  to  the  use  of  thresholds  and  the  inclusion/exclusion  of 
certain  claims  types.     In  some  states,  the  first  dollar  and  all 
claims  types  are  included  in  error  computations.     In  other 
states,  errors  are  counted  starting  with  the  first  dollar  above 
a  state-established  threshold  and  only  for  claims  types  included 
in  the  TPL  recovery  program.     The  current  TPL  regulations  do  not 
allow  the  states  to  set  thresholds  for  recovery  of  third-party 
liability.     Although  MQC  TPL  review  procedures  support  this 
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position,   some  states  did  not  count  all  dollars  as  being  in 
error,  only  those  above  the  minimum  set  by  the  state's  TPL 
program. 

In  addition  to  differences  across  states,   the  same 
differences  appear  to  characterize  the  results  of  the  federal 
rereviews  conducted  by  the  regional  offices.     According  to  the 
state  TPL  program  staffs,   the  different  regional  rereview 
offices  accept  different  interpretations  and  thresholds  and 
assess  errors  accordingly.     This  practice  makes  the  error  rates 
suspect  as  a  current  performance  indicator. 

Some  of  the  interpretation  problems  noted  above  have  been 
addressed  in  workshops  conducted  by  the  Bureau  of  Quality 
Control.     We  expect  that  a  greater  level  of  consistency  in  the 
actual  error  definitions  applied  across  states  and  across 
regions  has  resulted  from  these  workshops .     However,  whatever 
consistence  has  been  achieved  will  not  be  reflected 
immediately.     Additionally,  modifications  to  the  MQC  review 
forms  and  process  may  initially  yield  discrepancies  across 
states . 

Because  of  the  current  error  definitions  and  differences  in 
interpretation  of  these  definitions,  the  MQC  TPL  error  rates  are 
misleading  from  several  perspectives.     They  are  not  comparable 
measures  across  states  or  regions,  and  they  do  not  measure  the 
extent  of  Medicaid  funds  actually  lost  to  the  program. 

The  questionable  utility  of  the  MQC  TPL  error  rates  can  be 
illustrated  using  the  latest  available  MQC  TPL  error  rates  and 
program  operations  information  from  two  states  included  in  this 
study.     The  unduplicated  third-party  liability  payment  error 
rate  for  the  April  to  September  1979  review  period  was  0.1%  in 
California  and  0.6%  in  Michigan. *     If  we  assume  that  the  error 


1-U.S.  Department  of  Health  and  Human  Services,   Health  Care 
Financing  Administration,  Bureau  of  Quality  Control,  Medicaid 
Quality  Control  Report  for  the  Periods  April-September  1979  and 

» July-December  1978,  HCFA-80-40003 ,   Baltimore,  Maryland,  1980, 

\able  V,  p. 10.   
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rates  are  indicative  of  TPL  program  performance,   then  we  must 
conclude  that  the  California  TPL  recovery  unit  is  more  effective 
than  the  Michigan  recovery  unit.     But,   if  we  examine  the  design 
of  the  two  programs,   the  opposite  conclusion  emerges. 

Since  most  of  the  TPL  errors  which  are  reported  pertain  to 
health  insurance  resources,   the  comparison  of  the  California  and 
Michigan  programs  will  be  limited  to  these  resources.  The 
reader  will  recall  from  Chapter  IV  that  the  computerized  "Other 
Health  Coverage  (OHC)  Master  Beneficiary  File"  in  California 
contains  insurance  information  on  just  over  4%  of  Medi-Cal 
eligible  persons.     Of  this  4%,   sufficient  information  to 
generate  a  bill  to  health  insurance  carriers  is  available  for 
about  one-fourth,  or  1%  to  2%  of  the  total  Medi-Cal  eligible 
population.     In  addition,  a  pilot  study  conducted  in  California 
in  1979  found  that  approximately  8%  of  the  eligible  population 
had  health  insurance  resources  (this  estimate  excludes 
Medicare).     By  contrast,   the  Michigan  "TPL  Master  File"  contains 
billable  records  for  an  estimated  10%  to  20%  of  the  Medicaid 
population  (excluding  Medicare).     This  is  the  first  major 
difference  between  these  two  states:     Michigan  has  billable 
information  on  a  much  greater  proportion  of  its  Medicaid 
eligibles  than  does  California. 

The  second  major  difference  is  found  in  the  automated  and 
other  billing  systems  used  in  the  two  states  (see  Chapter  IV). 
In  California,  all  claims  for  Medi-Cal  recipients  listed  on  the 
OHC  Master  File  are  extracted  to  a  billing  file.     But,  these 
claims  are  billed  to  insurance  carriers  on  a  quarterly  basis 
only  if  the  total  Medi-Cal  paid  amount  per  recipient  is  $500!  or 
more  and  there  is  a  billable  record.     According  to  these 
parameters,  some  Medi-Cal  paid  claims  are  never  billed.  The 
amount  which  is  captured  on  the  billing  file  and  never  billed 
appears  to  be  equal  to  at  least  three  times  the  amount  which  is 


*This  parameter  has  been  changed  to  $100. 
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billed.     By  extension,   the  amount  of  health  insurance  resources 
not  recouped  in  California  is  also  at  least  equal  to  three  times 
the  amount  currently  recovered.     In  addition,  nothing  is 
captured  or  billed  for  that  estimated  4%  of  the  population  which 
has  insurance  coverage  but  which  is  not  included  at  all  on  the 
OHC  Master  File. 

In  Michigan,   the  automated  post-payment  system  captures  all 
claims  except  long-term  care  claims  for  Medicaid  eligibles 
listed  on  the  TPL  Master  File.     All  of  these  claims  are  printed 
to  post-payment  bills  every  two  months.     Of  these  bills,  only 
those  addressed  to  CHAMPUS  are  not  sent;   CHAMPUS  claims  repre- 
sent slightly  less  than  1%  of  the  Medicaid  paid  amount  for 
claims  included  in  the  automated  billing  system.     In  addition  to 
this  computerized  program,   the  Michigan  TPL  recovery  unit 
operates  separate  programs  for  recovery  from  long-term  care 
providers,  cost-settled  hospitals,  state  mental  health  facil- 
ities, absent  parent  support/paternity,  and  a  pilot  project  on 
absent  parent  support.     Michigan  also  has  a  program  for 
recovering  Medicare  Part  B  funds  while  California  does  not. 

Given  these  extensive  differences  between  the  two  states, 
how  can  Michigan  have  a  higher  TPL  payment  error  rate  than 
California?     The  answer:     the  MQC  TPL  review  rules  are 
interpreted  differently  and  more  stringently  in  Michigan  than  in 
California.     Actual  differences  in  health  insurance  collections 
and  MQC  TPL  error  rates  for  these  states  and  the  other  two  study 
states  will  be  shown  and  discussed  in  Section  B. 

B.     SUGGESTED  MEASURE  OF  TPL  PROGRAM  PERFORMANCE 

In  the  preceding  section  we  examined  the  constraints  of 
available  data  and  problems  in  the  construction  and/or  inter- 
pretation of  various  indicators  for  measuring  state  TPL  program 
performance.     Given  the  problems  discussed  above,  is  it  possible 
to  devise  a  measure  which  provides  comparable  information  across 

 ' 
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states,  is  less  subject  to  variations  across  states  in  the  level 
and  type  of  Medicaid  benefits,  and  is  less  subject  to  fluctua- 
tions in  the  Medicaid  population?     In  addition,   can  the  measure 
be  computed  from  currently  available  data? 

In  our  opinion,   there  is  no  single  measure  which  is 
satisfactory;  however,  TPL  collections  expressed  as  a  percentage 
of  medical  vendor  payments,  or  a  "TPL  collections  ratio," 
conveys  much  information.       A  TPL  collections  ratio,   in  a  sense, 
"standardizes"  collections  data  across  states  by  cancelling  out 
some  extraneous  factors  such  as  differences  in  Medicaid  program 
benefits,  the  size  of  the  Medicaid  caseload,   and  the  definition 
of  claims. 

This  measure,  however,  can  be  influenced  by  differences 
across  states  in  the  composition  of  the  Medicaid  population, 
"typical"  health  insurance  coverage  offered,   laws,  codes,  and 
regulations  affecting  the  recovery  of  casualty/liability 
insurance  resources,  and  other  programmatic  initiatives,  such  as 
agreements  for  the  collection  of  refunds  from  absent  parents. 

1.     Construction  of  the  TPL  Collections  Ratio 

Although  the  construction  of  TPL  collections  ratios  may 
appear  straightforward,  there  are  some  classification  and 
counting  issues  which  must  be  resolved  first.     For  purposes  of 
TPL  classification,  we  suggest  that  seven  categories  be  used. 
These  are: 

•  health  insurance  (includes  CHAMPUS  and 
HMO)  , 

•  casualty  insurance, 

•  responsible  relative, 

•  provider  reported  collections, 

•  estimated  health  insurance  avoidance 
(such  as  Michigan), 

®    Medicare  recoveries,  and 

•  Medicare  avoidance. 
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The  reader  will  notice  that  this  itemization  is  almost  identical 
to  the  line  items  on  the  Quarterly  Schedule  of  Third  Party 
Liability  Collections  for  the  Medical  Assistance  Program  (HCFA- 


The  classification  excludes  those  resources  sometimes 
called  third-party  resources  and  sometimes  classified  as 
recipient  liability,   such  as  estate  recoveries  and  excess 
resources.     Since  the  classification  of  these  resources  as 
"third-party"  resources  is  questionable,  we  have  excluded  them 
from  this  discussion.     Although  "responsible  relative" 
collections  might  also  be  placed  in  a  questionable  category,  we 
have  kept  this  category  in  deference  to  efforts  to  encourage  and 
utilize  absent  parent  medical  support  resources.    However,  an 
alternative  classification  which  might  be  more  meaningful  is- 
absent  parent  support,  paternity  (or  maternity/confinement),  and 
other  responsible  relative.     Additional  information  on  the 
actual  source  of  the  recoveries  currently  reported  on  the 
Quarterly  Schedule  of  Third  Party  Collections  (HCFA-64.9a)  under 
the  category  of  responsible  relative  is  needed  before  this 
category  is  disaggregated. 

A  TPL  collections  ratio  can  be  calculated  for  each  of  these 
seven  TPL  classes.     On  a  comparative  basis,  this  would  provide 
useful  information  about  relative  state  performance  in  each 
major  TPL  area.     However,  we  also  recommend  two  summary  ratios: 
1)  the  total  collections  ratio,  comprised  of  all  resource  types 
except  Medicare  avoidance;  and  2)  the  total  health  collections 
ratio  comprised  of  the  health  insurance,  provider  reported 
collections,  and  health  insurance  cost  avoidance  categories.  We 
have  excluded  Medicare  avoidance  from  the  total  ratio  for  two 
reasons:     1)  the  amounts  of  money  typically  reported  are 
extremely  large  and  overshadow  all  other  TPL  collections;  and  2) 
these  amounts  may  also  reflect  differences  in  Medicare/Medicaid 
claims  processing  activities,  activities  which  cannot  be 
entirely  designed  or  controlled  by  the  Medicaid  program. 


64.9a) . 
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For  the  total  health  insurance  ratio,  all  sources  of  health 
insurance  collections  must  be  used.     Although  some  may  argue 
that  provider  collections  of  health  insurance  resources  should 
not  be  counted  or  attributed  to  the  state  TPL  program,  some 
proportion  of  these  collections  are  at  least  by-products  of  a 
state's  program.     Generally  speaking,   these  collections  will  be 
greater  in  states  using  prepayment  cost  avoidance  edits  for 
health  insurance  and/or  prepaid  health  plan  resources  than  in 
states  lacking  these  edits.     Given  that  some  states  use 
prepayment  edits  and  others  do  not,   the  fairest  way  to  handle 
the  provider  insurance  collections  category  is  to  include  it  in 
the  health  insurance  collections  category. 

The  second  measurement  problem  which  must  be  addressed  is 
the  base  for  the  ratio  or  percentage.     The  proposed  base  is 
total  medical  vendor  payments.  But  does  this  figure  include  or 
exclude  TPL  collections?     In  order  to  maximize  comparability 
across  states,   the  base  should  include  TPL  collections  so  that 
the  base  equals  the  amount  which  would  have  been  paid  without  a 
TPL  program.     Since  the  TPL  collections  ratios  will  all  be  very 
small,  differences  between  ratios  of  even  1%  are  meaningful.  A 
shift  in  the  base  significantly  affects  the  size  of  the  ratio. 
For  example,  TPL  collections  of  $10  made  on  $100  of  Medicaid 
paid  claims,  when  expressed  as  a  percentage,  are  10%  of  the 
total  original  paid  value  ($100)  but  11.1%  of  the  net  Medicaid 
payment  ($90). 

The  issue  of  Medicare  collections  must  be  considered  here 
also.     At  the  present  time,  we  suggest  that  recoveries  because 
of  Medicare  liability  be  included,  but  avoidances  be  excluded 
from  total  Medicaid  vendor  payments  figure. 

The  next  question  in  constructing  the  TPL  collections 

ratios  is:     what  data  do  we  use?    The  most  appropriate 

collections  data  are  those  compiled  by  the  state  TPL  recovery 

units  and  other  recording  functions  within  the  Medicaid  program, 
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adjusted  for  non-Title  XIX  collections.     As  discussed  earlier  in 
this  chapter,   these  data  include  all  collections,   not  just  cash 
refunds  to  the  Medicaid  program.     These  are  the  data  we  will  use 
below. 

However,   since  the  only  current  federal  level  source  of  TPL 
collections  data  is  the  Quarterly  Schedule  of  Third  Party 
Collections,  these  data  could  be  used  to  calculate  rough 
estimates  of  the  TPL  collections  ratios.     But,  we  strongly 
recommend  that  a  different  reporting  system,   one  specifically 
for  estimating  and  assessing  state  performance,  be  considered 
and  developed  by  HCFA.     This  report  format  should  be  designed  by 
persons  knowledgeable  about  state  TPL  programs  after  a  review 
and  comparison  of  internal  and  MMIS  reports  currently  in  use. 
This  review  must  include  more  than  the  four  states  discussed  in 
this  report.     As  a  temporary  and  interim  source  of  information, 
the  Quarterly  Schedule  of  Third  Party  Collections  is  acceptable. 

The  medical  vendor  payment  data  can  be  drawn  from  the 
Quarterly  Statement  of  Expenditures  for  Medical  Assistance 
Payments  (HCFA-64)  or  other  reliable  reports  on  Medicaid  service 
expenditures.     Since  we  could  not  secure  medical  vendor 
payment  data  from  the  central  office,  we  will  be  using  medical 
vendor  payment  data  from  a  variety  of  sources. 

2.     Comparison  of  Study  States  on  TPL  Collections  Ratios 

Performance  measures  for  the  four  states  included  in  this 
study  are  shown  in  Exhibit  VI- 2.     The  sources  and/or  derivations 
of  these  data  are  shown  in  Appendix  C.     The  raw  data  used  to 
construct  these  ratios  are  for  different  time  frames.  Straight- 
line  annual  estimates  of  TPL  collections  and  medical  vendor 
payments  are  shown  in  Exhibit  VI-3. 

Examining  the  various  TPL  collections  ratios,  we  find  first 
that  the  ratios  are  very  small.     Bear  in  mind  that  these  ratios 
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exclude  avoidance  of  Medicare  liability.     The  total  TPL 
collections  ratio  is  highest  in  Michigan,  at  3.33%  of  the 
adjusted  medical  vendor  payments  (payments  plus  TPL  collections) 
and  lowest  in  Minnesota,   1.69%.     As  a  point  of  information,  the 
ratios  for  these  two  states,   if  unadjusted  medical  vendor 
payments  or  payments  excluding  collections  were  used  as  the 
base,  would  be  3.44%  and  1.73%,  respectively. 

Ratios  for  specific  TPL  resources  vary  widely  across 
states.  For  example,  the  Michigan  health  insurance 
recovery  collections  ratio  is  Q.74%  compared  to  0.24%  in 
California.     On  the  other  hand,   California  shows  a  casualty 
insurance  collections  ratio  of  0.38%,  while  Michigan  has  a  ratio 
of  0.22%  and  in  North  Carolina,   this  figure  is  0.16%  of  the 
adjusted  medical  vendor  payments. 

One  advantage  of  calculating  collections  ratios  by  major 
TPL  resource  type  is  that  it  allows  for  comparisons  across 
states,  comparisons  useful  for  identifying  the  stronger  and 
weaker  program  components  of  state  TPL  programs.     The  ratios, 
however,   provide  only  clues,  not  explanations  of  the 
differences.     With  the  ratio  data,  one  can  ask  why  one  state  is 
more  or  less  successful  in  a  particular  area  than  another 
state.     For  the  answer,  one  must  look  at  characteristics  of  the 
state's  TPL  program,  particularly  the  design  of  this  program  and 
its  major  components. 

For  example,  the  California  health  insurance  recoveries 
ratio  is  considerably  lower  than  those  for  the  other  three 
states.     Why  is  this  the  case,  particularly  since  California  has 
the  most  sophisticated  computerized  health  insurance  billing 
program?    The  answer  lies  primarily  in  the  design  of  the  health 
insurance  resources  master  file  on  Medi-Cal  eligibles.  As 
discussed  earlier,   this  file  contains  sufficient  insurance 
billing  information  for  about  1%  to  2%  of  the  Medi-Cal  eligible 
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population,  compared  to  at  least  10%  in  the  other  states.  This 
does  not  mean  that  California's  ratio  should  be  10  times  higher 
than  it  is  (not  all  insured  eligibles  actually  use  Medicaid 
benefits),  but  it  could  easily  be  four  times  its  present  size  if 
complete  billing  information  were  available  for  all  claims 
currently  captured  by  its  claims  extracting  system.     The  other 
design  factor  which  influences  the  California  health  insurance 
recovery  collections  ratio  is  the  very  high  threshold  of  $500  in 
accumulated  claims  needed  before  a  bill  to  insurance  carriers  is 
produced.     The  impact  of  this  item  on  collections  is  not  known 
at  the  present  time. 

A  second  example  is  provided  by  the  support /paternity 
collections  ratio.     This  ratio  is  highest  in  Michigan  and  very 
small  in  California  and  North  Carolina.     Why?    Of  the  four  study 
states,  Michigan  is  the  only  one  where  the  counties  aggressively 
pursue  the  establishment  of  medical  support,  voluntary  or 
court-ordered,  by  absent  parents.     Also,   it  is  the  only  state 
where  a  cooperative  agreement  between  the  Medicaid  program  and 
the  Title  IV-D  program  has  been  signed.     The  agreement  is 
limited  to  five  county  Friends  of  the  Court  offices. 

In  a  third  area,   California  shows  the  highest  casualty 
insurance  collections  ratio.     The  computerized  casualty 
insurance  collections  program  of  the  California  recovery  section 
has  been  operating  since  June  1979.     California's  success  in  the 
casualty/liability  insurance  area  can  be  attributed,   in  large 
part,   to  a  factor  not  present  in  the  other  states:     the  Welfare 
and  Institutions  Code  which  requires  attorney  notification  of 
tort  actions  involving  Medi-Cal  recipients  and  which  provides 
for  lien  reductions  in  recognition  of  the  recipients'  obligation 
for  attorney  fees. 

We  have  compared  the  four  study  states  on  selected  TPL 
collections  ratios  and  explained  the  reasons  behind  a  few  ratios 
in  order  to  illustrate  the  constraints  of  any  performance 
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measure.     A  number,   in  and  of  itself,   is  only  an  indicator,  not 
an  explanation.     Explanations  must  be  sought  elsewhere. 
Additionally,   the  more  all-inclusive  a  performance  measure  is, 
the  less  information  it  provides.     The  TPL  collections  ratios  by 
major  TPL  resource  type  provide  considerably  more  information 
than  does  the  total  TPL  collections  ratio  about  the  TPL  programs 
in  our  four  study  states. 

The  TPL  collections  ratio  could  be  improved  by  separating 
collections  and  medical  vendor  payments  into  two  categories: 
acute  care  services  and  long-term  care  services.  Expenditures 
for  long-term  care  services,  on  a  proportional  basis,  vary 
greatly  across  states,  depending  primarily  on  the  proportions  of 
the  state  population  over  age  65.     For  example,   in  the  first 
nine  months  of  1979-80  fiscal  year,  payments  to  skilled  nursing 
homes  and  intermediate  care  facilities  in  North  Carolina 
accounted  for  approximately  46%  of  the  total  Medicaid  vendor 
payments  while  in  California,   these  expenses  equaled  about  20% 
of  the  total  expenditures. 

Also,   potential  TPL  collections  for  long-term  care  services 
are  quite  small  in  comparison  to  potential  collections  for  acute 
care  services.     Because  of  the  differences  across  states  in 
long-term  care  services  for  the  Medicaid  population  and  the 
smaller  potential  reimbursement  for  these  services,  the 
exclusion  of  long-terra  care  services  from  the  TPL  collections 
ratios  would  provide  a  more  comparable  measure  of  state  program 
performance.     A  separate  ratio  for  TPL  collections  in  the 
long-term  care  area  could  be  constructed  and  used  to  compare 
state  performance  in  this  area. 

The  TPL  collections  ratios  constructed  here  were  not 
adjusted  for  long-term  care  services  because  of  the  lack  of 
detail  in  most  of  the  internal  TPL  unit  collection  reports. 
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3,     Comparison  of  Ratios  with  Other  Performance  Measures 

The  total  TPL  collections  ratio,  MQC  TPL  error  rates,  and 
recovery-to-cost  ratios  (see  Chapter  VII)  for  the  study  states 
are  displayed  in  Exhibit  VI-4.     Although  we  have  discounted  both 
the  MQC  TPL  error  rates  and  benefit-to-cost  ratios  as  useful 
measures  of  performance,  we  constructed  this  table  to  show  the 
differences  in  interpretation  of  "program  success"  if  one  or 
another  measure  is  used. 

If  we  focus  on  the  total  TPL  collections  ratio,  the 
Michigan  program  emerges  as  the  most  successful  of  the  four 
state  TPL  programs.     According  to  the  MQC  TPL  error  rates,  the 
Michigan  program  is  the  "worst"  and  the  California  and  North 
Carolina  programs  are  the  "best."     If  the  benefit-to-cost  ratio 
is  the  criterion,  then  North  Carolina  is  best  and  California'  is 
worst . 

Of  these  various  conclusions,  which  most  accurately 
reflects  the  performance  of  the  four  study  states?    We  do  not 
know.     The  Michigan  program  is  considerably  more  successful  than 
the  other  three  states  in  utilizing  available  third-party 
payment  resources,  but  this  may  relate  to  the  size  and  nature  of 
the  potential  third-party  resources  available  in  Michigan. 

The  high  MQC  TPL  error  rate  in  Michigan  is  an  artifact  of 
the  MQC  TPL  review  process  and  reflects  primarily  the  technical, 
federal  TPL  program  requirements  and  the  resulting  MQC  defini- 
tions of  TPL  errors.     The  error  rates  do  not  necessarily 
indicate  the  amount  of  Medicaid  funds  which  are  in  fact  not 
recovered.     Similarly,  the  low  error  rates  in i Calif ornia  and 
North  Carolina  result  from  less  stringent  interpretations  of  the 
MQC  TPL  error  definitions.     They  understate  the  amount  of 
available  TPL  which  could  be  pursued  and  recovered. 

The  low  benefit-to-cost  ratio  in  California  results 
primarily  because  California  has  the  most  complete  cost 
accounting  system  of  the  four  states.     The  benefit-to-cost 
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ratios  for  the  other  three  states  exclude  major  cost  items  such 
as  computer  operations  and  other  purchased  or  reimburseable 
services  included  in  the  California  cost  totals. 

Of  the  three  performance  measures,   the  total  TPL  collec- 
tions ratio  most  accurately  measures  overall  TPL  program 
performance.     We  recommend  that  this  measure  and  the  resource 
type  ratios  be  considered  seriously  as  an  important  measure  of 
the  success  of  state  efforts  to  apply  TPL  resources.     We  also 
suggest  that  long-term  care  services  be  excluded  from  these 
ratios,  and  that  a  separate  ratio  be  adopted  for  this  area. 

4.     Benefits  and  Limitations  of  the  TPL  Collections  Ratios 

We  advocate  the  total  TPL  collections  ratio  as  a  quantita- 
tive measure  of  TPL  program  performance  but  are  not  suggesting 
that  it  suffices  as  a  comprehensive  measure  of  a  state's  success 
in  all  components  of  a  TPL  program.     TPL  collections  ratios 
measure  final  outcomes — "bottom  lines" — of  state  TPL  programs' 
success  in  capturing  (avoiding  or  recovering)  third-party  lia- 
bility for  Medicaid  expenditures.     While  the  ratios  themselves 
do  not  provide  any  direct  information  on  success  in  identifying 
third-party  resources  or  on  the  efficiency  of  a  state's 
operations,  the  "bottom  line"  in  any  given  state  depends  on  the 
results  of  such  actions.     As  shown  in  preceding  discussions, 
explanations  for  differences  among  states  in  the  magnitude  of 
the  various  TPL  collections  ratios  proposed  must  be  sought  in 
the  design  and  the  "success"  of  the  TPL  program  components. 

The  TPL  collections  ratios  proposed  in  this  section  were 
calculated  for  only  four  states.     If  the  ratios  were  constructed 
for  all  states,  we  would  expect  to  find  variations  similar  in 
magnitude  across  states  as  those  evident  for  the  four  study 
states.     However,  at  the  present  time,  it  is  unclear  how  these 
ratios  would  vary  in  term  of  economic  and  sociodemographic 
characteristics  of  the  states. 

V   ; 
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A  direct  positive  correlation  between  union  membership  (as 
an  indicator  of  health  insurance  coverage)  or  the  proportion  of 
the  state's  population  which  is  covered  by  health  insurance 
plans  and  the  proportion  of  Medicaid  payments  for  which  third 
parties  are  actually  liable  has  been  assumed,  but  this  did  not 
prove  true  in  the  four  study  states,   as  Exhibit  VI-5  depicts. 
We  urge  HCFA  to  more  fully  explore  relationships  in  other  states 
between  the  TPL  collections  ratios  and  the  other  three 
indicators  shown  in  this  table. 

The  data  presented  in  this  report  on  state  Medicaid  agency 
TPL  collections  suggest  to  us  that  the  minimum  amount  of  TPL 
(except  Medicare  avoidance)  which  can  be  collected  cost 
effectively  in  any  state  is  equal  to  about  2%  of  the  state's 
Medicaid  vendor  payments.     The  maximum  appears  to  be  about  4%. 

5.  Summary 

We  feel  it  is  important  to  reiterate  several  points  about 
what  we  regard  as  the  critical  quantitative  measures  of  Medicaid 
TPL  program  performance. 

•    The  first  critical  quantitative  measure  in  the 
percentage  of  Medicaid  eligibles  with  health 
insurance  resources,  by  major  resource  type. 
This  is  really  the  only  measure  of  relative 
success  in  identifying  recipient  health  insur- 
ance resources,  a  key  element  of  TPL  programs. 

o    The  second  critical  quantitative  measure  is  the 
determination  of  the  state's  TPL  collections 
ratios.     HCFA  should  adopt  the  ratios  as  a 
performance  measure.     No  data  now  adequately 
reflect  state  TPL  program  performance  or  the 
amount  of  TPL  being  collected.     The  TPL  collec- 
tions ratios,  based  on  comprehensive  state 
reports  of  all  avoidances  and  recoveries,  can 
provide  this  information.     In  addition,  esti- 
mates based  on  the  Quarterly  Schedule  of  Third 
Party  Collections  (HCFA-64.9a)  can  be  calculated 
now  by  the  central  HCFA  office  at  a  very  small 
cost.     These  estimates  should  be  developed  even 
though  the  reliability  of  the  reported  data  is 
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known  to  be  questionable.     While  they  would 
probably  understate  current  TPL  collections, 
they  would  provide  some  baseline  data  on  TPL 
program  performance. 

•  On  a  comparative  basis,   the  TPL  collections 
ratios  can  provide  meaningful  and  useful  infor- 
mation for  several  purposes,   including  state 
assessments,   identification  of  the  stronger  and 
weaker  aspects  of  state  programs,   and  identifi- 
cation of  commonalities  across  states  pointing 
to  potential  problem  areas. 

•  Calculation  of  the  TPL  ratios  should  not  be 
limited  to  the  total  collections  ratios.  The 
ratios  for  each  major  resource  type  provide  a 
greater  amount  of  information  and  can  also  be 
estimated  at  the  present  time  from  the  Quarterly 
Schedule  data. 

•  A  comprehensive  TPL  program  review  should 
include  the  TPL  collections  ratios  in  addition 
to  other  quantitative  and  qualitative  measures 
of  performance.     HCFA  should  routinely  calculate 
TPL  collections  ratios  for  all  states,  compare 
these  ratios  with  ratios  calculated  from  differ- 
ent data  sources,  and  examine  the  significance 
of  the  ratios  in  terms  of  other  state  demo- 
graphic and  economic  data. 


C.     ESTIMATES  OF  POTENTIAL  TPL  COLLECTIONS 

The  estimation  of  potential  TPL  collections  available  to 
offset  Medicaid  program  expenditures  is  a  difficult  task. 
Several  estimates  have  been  devised  and  the  MQC  TPL  error  rate 
has  also  been  interpreted  as  a  measure  of  uncollected  but 
available  TPL.     The  MQC  TPL  error  rates  are  not  good  measures  of 
the  amount  of  uncollected  TPL  for  many  of  the  same  reasons  that 
they  are  not  indicative  of  TPL  program  performance.     As  dis- 
cussed above,  error  definitions  are  interpreted  differently 
across  states.     In  addition,  errors  can  only  result  if  the 
amount  of  the  uncollected  TPL  can  be  and  is  verified.  Further, 
the  number  of  cases  and  the  number  of  claims  included  in  the  MQC 
TPL  reviews  are  very  small,  raising  some  questions  about  the 
statistical  validity  of  the  MQC  TPL  error  rates. 
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Estimates  of  the  amount  of  available  TPL  prepared  by  the 
Bureau  of  Quality  Control  (BQC)  suggest  that  the  BQC  is  also 
concerned  with  the  validity  and  the  utility  of  the  MQC  TPL  error 
rates.     During  a  recent  conference  on  MQC  TPL  reviews,1  the  BQC 
presented  two  estimates  of  available  resources.    The  low 
estimate  is  5%,  and  the  high  estimate  is  14%  of  medical  vendor 
payments.     The  derivation  of  these  estimates  was  not  explained. 
Presumably,  they  exclude  Medicare  avoidance  and  are  based  on 
some  MQC  TPL  review  data. 

For  the  April  through  September  1979  period,   the  gross  TPL 
payment  error  rate  was  0.3%  and  the  unduplicated  payment  error 
rate  was  0.2%. 

Using  different  data,  the  smallest  total  TPL  collections 
ratio  for  our  four  study  states  is  1.69%  (Minnesota)  and  the 
largest  is  3.33%   (Michigan)  of  medical  vendor  payments  plus 
total  TPL  collections  (recoveries  and  avoidances) . 

Data  from  another  source,  the  Quarterly  Schedule  of  Third 
Party  Collections,  for  the  second  quarter  of  FY  1979-802 


indicate  that  total  TPL  recoveries  plus  non-Title  XIX  cost 
avoidance  equalled  about  $45.4  million.     Estimated  total  medical 
vendor  payments  for  one  quarter  are  $6.67  billion.    The  reported 
collections  thus  equal  about  0.68%  of  the  national  total  medical 
vendor  payments. 

If  we  consider  these  various  data  simultaneously,  one  major 
conclusion  emerges:     currently  uncollected  and  available  TPL 
nationally  is  at  least  equal  to  1%  to  2.5%  of  the  Medicaid 


^'Conference-Third  Party  Resource  Identification  and 
Verification,"  Cherry  Hill,   New  Jersey,   September  16-17,  1980, 
Sponsored  by  the  Bureau  of  Quality  Control,  Health  Care 
Financing  Administration. 

2Supplied  to  MAXIMUS  by  the  State  Grants  Branch,  Division 
of  Budget,  Office  of  Program  Administration,  Health  Care 
Financing  Administration,  Department  of  Health  and  Human 
Services . 
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medical  vendor  payments.     These  percentages  represent  a 
potential  gross  loss  to  the  Medicaid  program  of  about  $210 
million  to  $630  million  in  FY  1979-80. 

The  BQC  estimates  of  5%  to  14%  available  TPL  appear  to  be 
high.     Based  on  our  review  of  four  state  programs,  three  of 
which  are  "old"  programs  and  generally  considered  among  the 
best,   the  estimate  of  5%  of  adjusted  total  medical  vendor 
payments  is  a  high  estimate,  not  a  low  estimate..   We  base  this 
conclusion  primarily  on  the  design  and  the  results  of  the 
Michigan  program.     In  Michigan,  virtually  every  potential  third- 
party  liability  situation  has  been  identified.     And,  the 
Michigan  collections  from  the  automated  post-payment  billing 
program  will  increase  once  current  problems  in  the  software  are 
resolved,  the  long-term  care  billing  component  is  operational, 
and  Blue  Cross/Blue  Shield  (BCBS)  begins  to  process  ongoing 
claims . i 

In  our  opinion,   the  minimum  amount  of  available  TPL  is 
about  2.0%  of  the  total  medical  vendor  payments  and  the  maximum 
amount  available  is  approximately  4%.     Although  these 
percentages  are  small,  they  represent  a  sizable  amount  of 
money.     Estimated  total  Medicaid  medical  vendor  payments  for  FY 
1979-80  were  $26.68  billion2.     Using  this  figure  as  a  base,  the 
minimum  TPL  which  should  be  collected  nationally  is  $534  million 
and  the  maximum  which  appears  to  be  collectable  is  $1,067 
million. 


l-Currently ,  BCBS  is  processing  claims  from  an  earlier 
litigation  period.     Also,  approximately  60%  of  the  post-payment 
bills  and  the  Medicaid  paid  amounts  on  these  bills  are  for 
Medicaid  program  recipients  covered  by  BCBS  plans. 

2Total  medical  vendor  payments  for  FY  1979-80  estimated  as 
of  December  1,   1980.     Estimate  provided  by  the  Division  of 
Budgets,  Office  of  Program  Administration,   Bureau  of  Program 
Operations,  Health  Care  Financing  Administration,  Department  of 
Health  and  Human  Services. 
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CHAPTER  VII : 


COSTS  AND  BENEFITS 


Complete  and  comparable  cost  data  are  not  available  for  all 
four  study  states.     The  most  accurate  data  currently  available 
is  from  California.     Defensible  TPL  program  performance  measures 
based  on  cost  cannot  be  constructed.     However,  an  examination  of 
the  costs  and  benefits  associated  with  the  four  study  state  TPL 
programs  shows  that  these  programs,  as  currently  designed  and 
operating,   are  cost-effective. 

The  four  study  states  combined  recovered  an  estimated 
annualized  total  of  about  $39.5  million  in  TPL,  and  provider 
insurance  collections  plus  cost  avoidance  equalled  $81.3 
million.     Costs  to  collect  these  funds  are  estimated  at  roughly 
$5.5  million  (a  slight  underestimate  of  total  costs).     Net  TPL 
savings  from  all  sources  for  the  four  states  combined  is  about 
$115.4  million  dollars  and  the  total  benef its-to-costs  ratio  is 
approximately  22. 

We  turn  now  to  an  examination  of  available  cost  and 
benefits  data  and  cost-effectiveness  measures  for  each  of  the 
four  study  states,  and  to  a  discussion  of  the  cost-effectiveness 
of  benefit  recovery  versus  cost  avoidance  approaches. 

A.     COST  DATA 

Available  cost  data  from  three  study  states  are  included  as 
Appendix  D.     Of  these  three  states,  only  California  has  formal 
cost  reports  for  their  Recovery  Section.     The  California  report 
includes  both  the  Third  Party  Liability  Unit  and  the  Compliance 
Unit  of  the  Recovery  Section.     Data  for  North  Carolina  and 
Michigan  were  estimated  by  the  TPL  units.     The  Minnesota  Benefit 
Recovery  Unit  reported  total  actual  expenditures  for  the  July 
1978  through  June  1979  period  of  $263,304.     Of  this  amount, 
approximately  $197,000  was  spent  on  personnel  salaries  and 
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benefits.     More  detailed  data  and  data  for  FY  1979-80  were  not 
available  in  Minnesota. 

Of  the  four  states,  only  the  cost  data  reported  by 
California  include  all  expenses  attributable  to  the 
identification  of  recipient  health  insurance  resources  and  to 
TPL  recovery.     But  the  California  cost  report  also  includes 
costs  for  non-TPL  related  recovery  activities.     Fiscal  agent 
costs  for  avoiding  prepaid  health  plan  liability  are  not  known. 

B.  BENEFITS  DATA 

Examples  of  study  state  TPL  unit  reports  on  third-party 
liability  collections  are  included  in  Appendix  E.     As  evidenced 
by  these  reports,   the  study  states  employ  different  systems  for 
identifying  collections  by  type  of  third-party  resource  or 
source  of  collection.     Also,  except  for  the  North  Carolina 
report,   the  internal  state  reports  include  both  cash  refunds  and 
"adjustments"  or  "offsets"  which  are  debits  applied  against 
individual  provider  payment  accounts.     The  totals  reported  in 
these  tables  are  larger  than  those  reported  on  the  Quarterly 
Schedule  of  Third  Party  Collections  for  the  Medical  Assistance 
Program  (HCFA-64 .9a)  which  includes  cash  refunds  only. 

Although  different  classification  schemes  are  used  in  these 
reports,   it  is  possible  to  distribute  the  reported  collections 
into  comparable  categories  across  states.     This  was  done  in 
order  to  compute  the  TPL  collections  ratios  presented  earlier. 
These  computations  are  shown  in  Appendix  C.     Although  somewhat 
different  collections  reports  were  used  to  calculate  the  data 
for  this  chapter,   the  aggregation  procedures  used  are  the  same 
as  those  presented  in  Appendix  C. 

C.  COST-EFFECTIVENESS  OF  TPL  PROGRAMS 

The  four  state  TPL  programs  included  in  this  study  are  very 
different  in  terms  of  the  systems  used  to  recover  TPL  and/or  to 
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avoid  payments  for  which  others  are  liable.     However,  all  four 


savings  to  the  Medicaid  program. 

Although  the  cost  data  are  incomplete  for  Michigan, 
Minnesota,  and  North  Carolina,  an  approximation  of  local  office 
costs  to  identify  and  record  recipient  health  care  resources 
information  can  be  made  using  the  estimation  procedure  suggested 
in  Chapter  IV.     For  these  three  states,   the  costs  of  computer 
operations  and  other  local  office  costs  cannot  be  estimated. 
Also,  no  estimates  are  available  for  Attorney  General  Office 
services  in  Michigan. 

Annualized  (straight-line)  cost  data  for  the  four  study 
states  are  shown  in  Exhibit  VII-1.     Five  cost  categories  are- 
displayed:     TPL  unit  personnel  and  benefits,  operating  expenses, 
total  TPL  unit  costs,  estimated  resource  identification  costs, 
and  total  estimated  costs.     In  Exhibit  VI 1-2,  annualized 
collections  data  are  shown  in  three  categories:  provider 
collections  plus  cost  avoidance  (excluding  Medicare),  recoveries 
from  all  sources,  and  total  TPL  collections.     In  both  tables, 
the  data  for  California  and  Minnesota  are  for  the  1978-79  fiscal 
year.     The  1979-80  fiscal  year  is  used  for  the  Michigan  and 
North  Carolina  data.     In  all  cases,  the  latest  fiscal  year  for 
which  cost  data  were  available  were  used.     Collections  data  for 
California  and  Minnesota  include  collections  against  state 
general  medical  assistance  payments  (non-Title  XIX 
reimbursable) . 


Yte  have  taken  the  data  from  these  two  tables  and 
constructed  several  cost-effectiveness  measures:  benefit-to- 
cost  ratios  and  net  savings  from  TPL  collections.  Although 
these  statistics  cannot  be  used  to  judge  the  relative 
cost-effectiveness  of  the  four  programs  because  of  the  extensive 
differences  among  these  programs,   the  measures  displayed  in 


programs  are  cost-effective  and  result  in  significant  net 
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Exhibit  VII-3  show  very  clearly  that  the  four  programs  are  in 
fact  cost-effective.     It  should  be  noted  that,  within  each  state 
TPL  program,  some  subprograms  are  more  cost-effective  than 
others,  depending  primarily  on  the  type  of  TPL  resource. 

The  lowest  benefit-to-cost  ratios  are  for  California: 
5.685  for  the  recoveries  to  total  cost  ratio  and  also  for  the 
recoveries  to  TPL  unit  costs  ratio.     The  cost  data  for 
California  are  the  most  complete  and  also  include  some  non-TPL 
recovery  functions.     The  net  benefits  to  the  California  Medi-Cal 
program  far  outweigh  the  TPL  program  costs.     Net  recoveries 
equll  $15.8  million  and  total  net  TPL  collections  are  $61.1 
million. 

D.     COST-EFFECTIVENESS  OF  BENEFIT  RECOVERY  VERSUS  COST  AVOIDANCE 
APPROACHES 

Defensible  measures  of  the  cost-effectiveness  of  the  health 
insurance  cost  avoidance  or  benefit  recovery  portions  of  the 
four  study  state  TPL  programs  cannot  be  computed.     Cost  data  are 
not  recorded  by  subprogram.     Other  existing  information  is 
insufficient  for  estimating  TPL  program  costs  by  resource  type 
or  major  recovery  unit  activity.     However,  we  offer  the 
following  hypothetical  comparison. 

Let  us  assume  two  states  with  identical  Medicaid  programs, 
public  assistance  intake  procedures  and  eligibility 
requirements,  and  computerized  data  processing  systems  and 
capabilities.     One  hypothetical  state  has  opted  for  a  cost 
avoidance  prepayment  editing  system  for  utilizing  recipient 
health  insurance  resources  and  the  other  has  designed  a  benefit 
recovery  system  for  the  same  purpose.     What  kinds  of  costs  will 
each  state  incur  in  implementing  its  respective  system?  A 
listing  of  the  major  cost  items  within  each  approach  is  provided 
in  Exhibit  VII-4. 
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As  shown  in  this  table,   the  major  differences  in  cost  items 
between  the  two  approaches  is  the  presence/absence  of  the 
recovery  unit  and  its  associated  functions.     Of  the  items 
listed,   the  single  most  expensive  item,   from  an  operational 
perspective,   is  the  recipient  resource  information  system. 

If  we  assume  that  the  two  hypothetical  states  realize  the" 
same  savings,   then  the  state  using  the  prepayment  edit  cost 
avoidance  system  would  be  the  more  cost-effective.  However, 
this  assumption  is  a  false  one.     A  benefit  recovery  system  can 
be  designed  so  that  most,   if  not  all,  Medicaid  payments  for 
which  health  insurance  resources  are  liable  can  be  recouped 
directly  from  the  third-party  resource  or  indirectly  through  the 
providers.     Prepayment  edit  cost  avoidance  systems  cannot  be 
used  to  reject  all  claims  types  without  jeopardizing  provider 
participation  in  the  Medicaid  program  and,  possibly,  alienating 
insurance  carriers.     One  problem  arises  from  deductible  and 
co-payment  requirements  in  health  insurance  and  related  plans 
and  from  differences  between  plans  in  the  types  of  services 
covered  and  in  ceilings  for  covered  services. 

The  problem  of  deductibles  is  most  acute  for  those  provider 
types  whose  services  typically  are  included  in  the  computation 
of  the  deductible  and  cost  much  less  than  the  policy  deductible 
amount,  for  example,  pharmacy  services  and  doctor's  office 
visits.     Rejection  of  these  claims  by  the  Medicaid  agency  places 
a  heavy  burden  on  the  providers  in  terms  of  filing  insurance 
claims,  particularly  since  a  large  proportion  of  these  claims 
will  also  be  rejected  by  the  insurance  carriers  because  of  unmet 
deductibles.     This  system  also  increases  claims  processing  for 
the  insurance  carriers. 

The  question  of  service  coverage  also  impacts  on  the 
inclusion/exclusion  of  provider  types  in  a  prepayment  cost 
avoidance  edit  system.     Only  the  insurance  carriers  can 
realistically  identify  those  services  covered  by  a  particular 
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health  coverage  plan.     This  is  a  major  function  of  their  claims 
processing  units.     In  general,  coverage  for  some  types  of 
services  is  limited  by  prior  hospitalization  or  other  diagnostic 
or  treatment  requirements.     Most  affected  by  these  requirements 
are  long-term  care  facilities  such  as  nursing  homes  and 
facilities  for  the  treatment  of  the  mentally  ill.  Medicaid 
agency  rejection  of  claims  from  these  provider  types  again 
places  an  unreasonable  burden  on  the  providers.  . 

Since  a  prepayment  cost  avoidance  edit  system  is  not 
practical  for  all  claims  types,  the  benefits  which  can  be 
realistically  expected  from  our  two  hypothetical  programs  will 
not  be  equal.     Hypothetical  savings  from  the  cost  avoidance 
approach  will  be  smaller  than  those  from  the  benefit  recovery 
approach.       The  cost  avoidance  approach  would  be  more  cost 
effective  for  some  claims  types  such  as  inpatient  hospitals  but 
infeasible  for  other  claims  types  such  as  pharmacies. 

Although  a  prepayment  cost  avoidance  edit  program  is 
cost-effective,  it  is  neither  necessary  nor  sufficient  for  the 
maximum  collection  of  Medicaid  recipient  health  insurance 
resources.     Benefit  recovery  alone  can  be  both  a  cost-effective 
and  maximally  useful  approach  to  TPL  collection,  as  the  cost- 
effectiveness  measures  in  the  preceding  section  and  the  TPL 
collections  ratios  indicate. 

The  success  of  the  Medicaid  agency's  TPL  collection  efforts 
is  not  tied  to  the  nature  of  the  collection  approach  but  to  the 
design  and  implementation  of  the  major  activities  or  components 
needed  to  apply  the  third-party  resources.     From  this 
perspective,  cost  avoidance  and  benefit  recovery  techniques  are 
components  of  TPL  programs,  components  which  can  be  designed  and 
implemented  in  a  variety  of  ways  with  different  implications  for 
both  the  costs  and  the  success  of  the  TPL  program. 

Although  currently  available  cost  data  are  limited,  the 
most  cost-effective  approach  to  the  collection  of  third-party 
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liability  appears  to  be  one  which  includes  both  the  cost 
avoidance  and  benefit  recovery  of  health  insurance  and  related 
resources.     Because  of  practical  considerations,  some 
third-party  resources  such  as  accident  insurance  can  only  be 
recovered.     Within  these  broad  parameters,  a  wide  variety  of 
techniques  for  cost  avoidance  and  benefit  recovery  can  be 
designed,   depending  on  level  of  computerization,  staffing 
restrictions,  and  other  practical,  political,   or  economic 
constraints  operating  in  a  state.     The  relative  cost- 
effectiveness  of  these  different  techniques  will  vary.     But  the 
material  presented  in  this  report  suggests  that  third-party 
liability  can  be  collected  by  state  Medicaid  agencies  in  a 
cost-effective  manner,  with  or  without  highly  computerized 
systems,   in  states  operating  under  different  legal  provisions 
(at  the  state  level)  for  the  recoupment  of  Medicaid  funds,  and 
in  states  with  very  different  Medicaid  programs,   economic  bases, 
and  health  insurance  characteristics  of  the  general  population. 
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CHAPTER  VIII: 


PROBLEM  AREAS 


During  the  course  of  our  study,   several  issues  and  problem 
areas  in  the  state's  efforts  to  design  and  operate  TPL 
utilization  programs  were  noted  by  many  sources.     These  issues 
and  problems  are: 


•  insufficient  state  level  commitment, 

•  TPL  identification  and  recovery, 

•  federal  TPL  legislation  and  the  MQC  TPL 
review  design, 

•  the  conduct  of  the  MQC  TPL  reviews,  and 

•  absent  parent  medical  support. 


In  this  chapter,  several  of  the  major  issues  currently 
impacting  on  the  maximum  utilization  of  TPL  resources  at  minimum 
cost  are  discussed.     Sources  for  this  discussion  include  the 
four  study  state  TPL  recovery  units,  personnel  from  other  states 
and  from  the  federal  level,  TPL  regulations,   the  MQC  TPL  review 
manual,  and  other  printed  materials. 

A.     INSUFFICIENT  STATE  LEVEL  COMMITMENT  TO  TPL  PROGRAMS, 
RESOURCE  PROVISION,   AND  COOPERATION 

1 .     Lack  of  Legislative  Support 

Several  states  still  do  not  have  legislation  supporting  the 
Medicaid  program's  position  as  payor  of  last  resort  and/or 
clearly  specifying  the  state  Medicaid  agency's  right  to 
recovery.     Legislation  is  needed  in  the  first  area  to  eliminate 
the  practice  of  "exclusionary  clauses"  in  insurance  policies. 
Exclusionary  clauses  limit  insurance  coverage  to  that  portion  of 
the  medical  care  costs  which  are  not  covered  or  paid  by  the 
Medicaid  program.     The  existence  of  exclusionary  clauses  is 
contrary  to  the  concept  that  the  Medicaid  program  is  the  payor 
of  last  resort.     Particular  difficulty  in  eliminating 
exclusionary  clauses  has  been  reported  with  some  self-insured 
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labor  unions  and  federal  employee  insurance  plans,  as  well  as 
with  some  no-fault  automobile  insurance  codes.     State  insurance 
codes  should  be  modified  to  specifically  prohibit  exclusionary 
clauses.     However,   in  order  to  effect  this  modification,  the 
cooperation  of  insurance  commissioners  and  state  legislatures 
will  be  required. 

The  second  legislative  issue  concerns  assignment  of 
benefits  and  subrogation  laws.     States  should  have  both  types  of 
legislative  support .     An  assignment  of  benefits  clause  can  be 
included  in  the  legislation  authorizing  the  Medicaid  program. 
The  preferable  form  for  this  legislation  for  TPL  recovery  is  an 
"automatic"  assignment  of  benefits.     The  assignment  is  automatic 
in  the  sense  that  the  acceptance  of  Medicaid  program  benefits 
constitutes  an  assignment  of  insurance  benefits  to  the  state. 

2 .     Lack  of  Resources 

A  second  major  problem  is  the  insufficiency  of  resources  to 
develop,   improve,  or  operate  TPL  programs  for  maximum 
utilization  of  third-party  resources.     There  appears  to  be  a 
very  real  reluctance  on  the  part  of  state  Medicaid  agency  and/or 
umbrella  agency  administrators  and  of  legislators  and  other  high 
level  state  officials  to  commit  resources  to  a  TPL  program.  TPL 
recovery  unit  directors  experience  serious  difficulties  in 
securing  the  staff,  space,  and  other  resources  needed  for  their 
programs.     Even  when  cost  and  benefits  estimates  show  very 
clearly  the  financial  advantages  of  expanding  the  TPL  units, 
legislators  and  budget  offices  often  do  not  authorize  the 
desired  resources.     This  problem  stems  from  political  concerns 
about  increasing  the  costs  of  state/local  governments, 
particularly  when  fiscal  restraint  in  government  is  being 
pursued.  \ 
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3 .     Insufficient  Intra-State  Agency  Cooperation 

A  third  problem  is  the  lack  of  cooperation  among  the 
different  offices  within  the  state  Medicaid  program  and  between 
the  TPL  unit  and  other  state/local  agencies.     TPL  units  are  not 
independent  agencies  with  control  over  the  resources  or 
processes  needed  to  operate  the  programs.     Several  groups  must 
cooperate,   including  claims  processors,  data  processing  units, 
record  keeping  offices,   AFDC  program  eligibility  workers,  and 
state  and/or  county  Attorneys  General's  offices.     In  states  with 
strong  county  governments  and  county-administered,  state 
supervised  Medicaid  programs,  the  need  for  cooperation  can  be 
critical.     Any  one  of  these  and  other  groups  can  impede  the 
development  and  implementation  of  TPL  recovery/avoidance 
programs  and  improvements  in  the  effectiveness  or  efficiency  of 
these  programs. 

The  resolution  of  these  problems  rests  not  with  state 
Medicaid  agency  TPL  units,  but  with  state  officials  and 
legislators.     However,  many  TPL  unit  directors  would  appreciate 
some  assistance  from  the  federal  level  in  encouraging  the 
passage  of  appropriate  legislation  and  cooperation  between  the 
Medicaid  program  and  other  federal  cash  and  medical  assistance 
programs . 

B.     TPL  IDENTIFICATION  AND  RECOVERY 

In  addition  to  the  problem  of  exclusionary  clauses,  TPL 
units  face  other  problems  outside  their  control  in  the 
identification  and  recovery  of  third-party  resources.     Many  of 
these  problems  stem  from  the  fragmentation  of  the  welfare  system 
at  the  federal  level. 

1 .     Inadequate  Identification  of  SSI  Recipient  Third-Party 
Resources 

The  identification  of  health  insurance  or  health  care 
resources  available  to  Supplemental  Security  Income  (SSI) 
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ecipients  in  those  states  where  SSI  eligibility  is  determined 
at  the  federal  level   ("1634  states")  is  one  area  which  the 
states  cannot  address  alone.     The  "other  health  coverage" 
indicator  included  on  the  eligibility  tapes  provided  by  the  SSI 
program  to  the  states  is  only  a  yes/no  indicator.     An  indicator 
of  this  type  is  not  useful,   especially  since  these  states  are 
restricted  by  federal  rules  in  the  amount  of  information  which 
the  Medicaid  agency  can  seek  directly  from  the  SSI  recipients. 
The  Texas  Medicaid  TPL  Unit   (contacted  in  the  early  part  of  this 
study)  opted  to  discontinue  the  purchase  of  the  TPL  indicator  on 
SSI  tapes  and  shifted  resources  to  the  purchase  of  complete  TPL 
data  from  county  offices. 

It  is  our  understanding  that  discussions  to  expand  the  TPL 
resource  information  currently  available  have  been  initiated 
with  the  Social  Security  Administration.     We  are  hopeful  that 
these  discussions  will  yield  more  comprehensive  and  useful 
information  on  the  third-party  resources  available  to  SSI 
recipients . 

2.  Problems  in  Recovery  From  the  Medicare  Program 

In  the  recovery  area,  current  Medicare  procedures  present  a 
problem:     the  Medicare  program  will  not  reimburse  the  Medicaid 
program  directly.     Recoveries  because  of  Medicare  liability  must 
be  sought  using  the  provider  as  a  middleman. 

3.  Problems  in  Recovery  from  the  CHAMPUS  Program 

Another  recovery  problem  involves  the  CHAMPUS  program. 
State  TPL  units  have  had  little  success  in  recovering  from 
CHAMPUS.     This  lack  of  success  relates  primarily  to  the 
procedures  which  must  be  used  at  the  present  time  to  recover 
funds  from  the  CHAMPUS  program. 

The  Bureau  of  Quality  Control  staff  and  CHAMPUS  central 
office  staff  developed  uniform  procedures  for  reclaiming 
^edicaid  payments  for  which  the  CHAMPUS  program  is  liable.  ^ 
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hese  procedures  were  disseminated  to  state  MQC  TPL  review 
offices  and  TPL  recovery  units  in  1979.     However,  these 
procedures  are  essentially  identical  to  the  claims  submission 
process  required  from  health  care  providers.     They  do  not 
alleviate  the  major  problem  with  recovery  from  the  CHAMPUS 
program. 

At  the  present  time,   the  CHAMPUS  program  does  not  have  an 
eligibility  file,  either  manual  or  computerized.  Eligibility 
for  CHAMPUS  benefits  is  determined  from  information  supplied  by 
the  patient  or  responsible  adult  on  the  CHAMPUS  claim  form. 
Without  these  data  and  the  patient's  signature,   the  CHAMPUS 
fiscal  intermediaries  cannot  verify  eligibility  nor  process  the 
claims  for  payment.     This  is  the  crux  of  the  problem. 

In  order  to  comply  with  the  reclaiming  procedures,  the 
state  TPL  units  would  have  to  contact  the  CHAMPUS/Medicaid 
recipient,  and  secure,  on  CHAMPUS  claims  forms,   all  necessary 
identifying  information  as  well  as  the  appropriate  signature 
from  the  recipient.     Then,   the  CHAMPUS  claims  form  can  be 
forwarded  to  the  fiscal  intermediary  for  processing. 

This  procedure  can  be  accomplished  fairly  easily  by  the 
Quality  Control  reviewers  who  routinely  conduct  in-person 
interviews  with  Medicaid  recipients  as  part  of  the  review 
process.     However,   this  type  of  in-person  data  gathering  effort 
is  well  beyond  the  resources  currently  available  to  most  state 
TPL  units.     These  units  typically  do  not  have  field  staff  who 
can  perform  this  task.     Even  if  a  TPL  unit  had  the  resources 
available,   one  has  to  question  the  cost-effectiveness  of 
in-person  efforts  to  secure  the  necessary  information. 

Given  these  difficulties  and  the  very  limited  extent  of 
CHAMPUS  liability  for  services  actually  paid  by  the  Medicaid 
program  in  many  states,  it  is  not  surprising  to  find  little 
emphasis  on  recovery  from  CHAMPUS  in  our  study  states.  In 
Michigan,   the  post-payment  bills  addressed  to  CHAMPUS  represent 
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less  than  1%  of  the  total  Medicaid  paid  value  of  all  claims 
identified  by  the  computerized  billing  program.     This  translates 
to  less  than  $241,000  per  year  in  medical  vendor  payments. 
Additionally,   the  average  value  of  the  claims  captured  by  the 
post-payment  billing  program  is  $18.00  per  claim  and  $120.00  per 
bimonthly  bill;  the  actual  amounts  collected  are  less  than  the 
amounts  billed.     These  statistics  suggest  to  us  that  current 
procedures  for  recovering  CHAMPUS  liability  are  probably  not 
cost-effective  for  the  Medicaid  agency,  particularly  if  staff 
time  is  needed  to  secure  signatures  from  CHAMPUS  beneficiaries. 

4.     insufficient  Insurance  Company  Cooperation 

Insurance  company  cooperation  is  also  a  problem  in  several 
states.     Some  insurance  companies  have  apparently  not  accepted 
the  fact  that  the  Medicaid  program  is  the  payor  of  last  resort. 
Additionally,  some  insurance  companies  do  not  honor  state 
legislation  which  automatically  assigns  recipient  insurance 
resources  to  the  state  upon  acceptance  of  Medicaid  benefits. 

C.     FEDERAL  TPL  LEGISLATION  AND  THE  MQC  TPL  REVIEW  DESIGN 

The  current  TPL  regulations  (42  CFR  Parts  433,  435,  and 
436)  and  the  procedures  specified  in  the  Medicaid  Quality 
Control  (MQC)  Third  Party  Liability  (TPL)  Review  Manual  have 
similar  requirements  which  are  burdensome  and  counter- 
productive to  the  efficient  and  effective  recovery  of  Medicaid 
expenditures  from  third  parties.     We  have  discussed  several 
problems  posed  by  both  the  regulations  and  the  design  of  the  MQC 
TPL  reviews  in  previous  chapters.     A  few  of  the  major  points 
made  earlier  deserve  repetition  here. 

First,  distinctions  among  TPL  resource  types  are  not 
maintained  in  the  regulations  governing  TPL  programs. 
Therefore,  there  are  no  allowances  made  for  very  real 
constraints  to  the  identification  of  some  resources  such  as 
health  insurance  applicable  to  an  absent  parent  or  to  the 
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recovery  of  identified  liability  from  such  third  parties  as  the 
CHAMPUS  program. 

Second,  at  the  time  of  our  study  field  work,   the  require- 
ment to  "seek  reimbursement  within  30  days  after  the  month  in 
which  payment  has  been  made"  was  being  interpreted  very 
strictly.     We  questioned  the  reasonableness  of  this  interpreta- 
tion, since  it  essentially  precluded  the  use  of  bimonthly  or 
quarterly  billing  of  health  insurance  carriers  by  the  Medicaid 
agency . 

Since  our  state  site  visits,   this  requirement  has  been 
reinterpreted  to  allow  for  the  accumulation  of  claims  to  a  total 
value  of  $50  per  person  within  a  maximum  time  frame  of  90  days. 
All  claims  must  be  billed  90  days  after  the  end  of  the  month  in 
which  the  first  claim  was  received  by  the  Medicaid  agency. 
Regional  Offices  can  approve  an  accumulation  ceiling  of  more 
than  $50.     However,  the  interpretation  also  includes  another 
provision:     this  accumulation  can  only  be  done  and  is  considered 
to  meet  federal  regulations  only  if  it  was  requested  by  the 
third  party. 


Although  this  interpretation  is  preferable  to  the  earlier 
interpretation,  we  feel  that  it  still  does  not  provide  suffic- 
ient latitude  to  the  states  in  two  major  areas.     First,   if  a 
90-day  period  is  now  allowable,  why  require  the  billing  of 
accumulated  claims  reaching  a  particular  ceiling  before  the 
90-day  period  is  reached?     It  might  be  easier  or  more  cost- 
effective  to  bill  all  claims  against  health  insurance  liability, 
regardless  of •  dollar  value,  on  a  quarterly  basis.     Or,  an 
either-or  system  having  a  longer  time  limit  such  as  six  months 
and  a  higher  ceiling  such  as  $500  might  be  just  as  effective. 
Here,  claims  would  be  billed  when  the  total  per  person  or  per 
case  reached  $500  or  when  the  oldest  claim  in  the  file  is  six 
months  old.     These  examples  are  meant  to  indicate  some  of  the 
possibilities  available.     It  is  unclear  to  us  that  arrangements 
\such  as  these  should  be  disallowed.   _________ 
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also  question  the  provision  that  accumulation  can  be 
done  only  at  the  request  of  the  third  party.     As  long  as  the 
Medicaid  agency  meets  and  agrees  with  the  insurance  industry  in 
its  state  on  billing  forms,  cycles,  and  procedures,   it  does  not 
appear  important  which  group  initiated  the  idea  of  claims 
accumulation  or  longer  billing  cycles. 

We  do  recognize  that  different  billing  arrangements  are 
more  or  less  acceptable  to  the  health  insurance  industry  and 
that  industry  concerns  should  be  taken  into  consideration.  But, 
we  feel  quite  strongly  that  it  is  in  the  Medicaid  program's  best 
interests  to  allow  the  states  greater  flexibility  in  the  design 
of  their  TPL  recovery  programs. 

The  third  major  point  is  the  current  lack  of  authority  for 
the  use  of  thresholds  (except  that  noted  above)  in  the  recovery 
of  third-party  liability.     As  discussed  in  Chapter  IV  of  this 
report,   the  four  states  included  in  this  study  apply  dollar 
thresholds  at  various  points  in  their  TPL  recovery  programs. 
Reportedly,  these  thresholds  were  established  either  to  reduce 
workloads  or  as  a  cost-effectiveness  critical  point.  Unfortu- 
nately,  at  the  present  time,   there  are  no  data  available  to 
examine  the  cost-effectiveness  of  different  thresholds. 

This  is  one  legislative  area  which  HCFA  should  review. 
Even  in  the  absence  of  quantitative  data,   it  seems  clear  that 
some  third-party  liability  is  not  worth  pursuing  on  an 
individual  claims  basis.     For  example,   the  Omnibus  Budget 
Reconciliation  Act  of  1980  (P.L.  96-499)  provides  that  Medicare 
would  be  the  secondary  payor  in  cases  where  medical  care  can  be 
paid  by  an  automobile  insurance  plan  or  liability  insurance 
carrier.     The  legislation  allows  for  waiver  of  this  provision  if 
the  Secretary  determines  that  the  probability  of  recovery  or  the 
amount  involved  does  not  warrant  pursuit  of  the  claims  against 
the  third  party. 

L_  
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Pharmacy  claims  typically  have  small  dollar  values.  More 
often  than  not,   it  would  cost  more  to  collect  insurance  payments 
for  medications  than  would  be  collected.     It  is  counter- 
productive and  even  wasteful  of  limited  TPL  staff  resources  to 
require  the  states  to  pursue  every  identified  dollar  of  third- 
party  liability  in  Medicaid  claims.     Some  threshold  should  be 
allowed,  and  HCFA  reviews  should  identify  and  establish 
realistic  thresholds  for  various  types  of  claims  and/or  third- 
party  resources. 

The  use  of  billing  thresholds  based  on  the  Medicaid  paid 
value  of  claims  will,  of  course,  mean  that  some  TPL  will  never 
be  recovered.     A  good  portion  of  these  funds  could  be  recovered 
if  the  states  were  encouraged  to  develop  programs  for  accum- 
ulating claims  over  time.     The  reader  will  note,  however,  that 
this  suggestion  is  in  direct  conflict  with  the  policy 
interpretation  discussed  above  relating  to  third  party  requests 
for  claims  accumulation  programs. 

D.     CONDUCT  OF  THE  MQC  TPL  REVIEWS 

In  addition  to  the  basic  design  problems  of  the  MQC  TPL 
reviews,  there  are  several  other  problems  arising  from  the 
MQC  TPL  review  process  and  "extracurricular"  activities  of  some 
state  MQC  TPL  review  staff. 

First,  the  review  manual  is  interpreted  differently  in 
states  and  federal  regional  rereview  offices.     Error  rates  do 
not  have  the  same  meaning  across  states  and  regions.     Some  TPL 
units  are  adversely  affected  by  these  differences  because 
pressure  is  being  applied  from  above  to  reduce  the  error  rates. 
This  situation  is  aggravated  by  the  fact  that  a  very  strict 
interpretation  of  the  MQC  TPL  error  definitions  actually 
measures  the  congruence  between  the  definitions  and  the  design 
of  the  TPL  recovery  program,  not  the  amount  of  funds  lost  to  the 
Medicaid  program. 

V   s 
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A  second  difficulty  arises  in  some  states  in  the  process 
and  forms  used  to  verify  the  existence  and  amount  of  third-party 
liability.     Oftentimes  the  purpose  of  the  information  request  is 
not  clearly  delineated,  and  the  source  of  the  request  is  not 
identified  as  Medicaid  Quality  Control  rather  than  the  TPL 
recovery  unit.     The  net  effect  is  confusion  for  the  third 
parties,   thereby  causing  third  party  cooperation  problems  for 
the  recovery  unit. 

This  situation  has  led  to  a  third  and,   in  our  opinion,  more 

serious  problem  in  some  states.     The  MQC  TPL  review  office 

sometimes  receives  reimbursements  from  the  third  parties  which 

were  contacted  for  liability  verification.     However,   there  is  a 

growing  trend,   apparently  supported  by  the  Bureau  of  Quality 

Control,   for  the  state  MQC  TPL  review  offices  to  request  refunds 

directly  from  the  third  parties  in  cases  where  collection  errors 

have  been  discovered.     This  practice  is  of  questionable 

legitimacy  and  is  potentially  damaging  to  the  development  and 

implementation  of  TPL  recovery  programs  and  procedures  which  are 

practical,   feasible,  and  cost-effective  for  the  designated  TPL 

recovery  unit.     We  believe  the  following. 

<9»     The  purpose  of  the  MQC  TPL  reviews  is 
error  detection  (and  utlimately  error 
prevention)  not  error  correction. 
Correction  should  be  accomplished  by  the 
group  responsible  for  the  error  so  that 
its  legitimacy  with  outside  agencies  is 
not  questioned  or  undermined. 

•  The  possibility  of  misrepresentation  to, 
and/or  misunderstanding  by,  the  third 
parties  of  the  MQC  offices  seeking 
recovery  is  very  real  and  again  can 
undermine  the  efforts  of  the  TPL 
recovery  unit. 

•  The  procedures  adopted  by  the  MQC  TPL 
review  office  may  not  be  cost-effective 
or  practical  for  implementation  by  the 
TPL  recovery  unit. 
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The  quality  control  review  and  the  TPL  recovery  functions 
must  be  kept  separate  if  the  state  Medicaid  agency  TPL  recovery 


units  are  to  obtain  the  necessary  cooperation  of  third  parties. 
MQC  TPL  review  office  recovery  efforts  should  be  limited  to  the 
acceptance  of  voluntary  refunds  and  the  prompt  transfer  of 
pertinent  collections  information  and  funds  to  the  TPL  recovery 
unit . 

E.     TITLE  IV-D  PROGRAM  AND  THE  RECOVERY  OF  MEDICAID  PROGRAM 
EXPENDITURES 

The  1977  amendments  to  the  Social  Security  Act  and  the 
regulations  effective  in  May  1980  provide  for  the  establishment 
of  cooperative  agreements  between  the  state  Medicaid  agency  and 
the  state  IV-D  program. 

Of  our  study  states,  only  Michigan  has  a  cooperative 
agreement  with  the  IV-D  program  through  the  Friends  of  the  Court 
system.     The  agreement  is  for  a  pilot  project  in  five  counties, 
and  it  includes  both  paternity  cases  and  absent  parent  medical 
support  in  AFDC  cases. 

From  the  perspective  of  the  recovery  of  Medicaid 
expenditures,   the  Michigan  pilot  project  does  not  appear  to  be 
very  cost-effective  (data  were  not  available).     Problems  stem 
from  differences  in  the  purposes  and  priorities  of  the  recovery 
unit  and  the  Friends  of  the  Court  system,  in  automated 
information  transfer  systems,  and  from  management  and  control 
problems  associated  with  inter-agency  programs.     At  the  time  of 
our  site  visit,  continuation  funding  for  the  pilot  project  was 
doubtful . 

The  state  TPL  unit  personnel  we  interviewed  agree  that 
unwed  fathers  involved  in  paternity  suits  and  absent  parents  of 
AFDC  children  should  pay  all  or  some  of  the  medical  care  costs 
for  childbirth  and  other  medical  services  for  the  children. 
However,  some  personnel  question  the  feasibility  of  designing 
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rand  operating  cost-effective  recovery  programs  under  the  current 
cooperative  agreement  regulations,  and  also  note  the  difference 
in  potential  and  actual  amounts  of  Medicaid  expenditures  which 
are  recoverable  in  these  situations.  In  general,  the  TPL  unit 
staff  felt  that  the  regulations  give  all  the  advantages  to  the 
IV-D  program  and  all  the  disadvantages  to  the  Medicaid  agency. 
Many  of  these  concerns  appear  warranted. 

In  the  regulations,   several  issues  and/or  functions  which 
should  be  separate  are  mixed  together.     Some  of  these  issues 
concern  the  appropriate  jurisdiction  of  the  IV-D  and  Medicaid 
programs  in  different  activities.     At  least  five  activities  are 
needed  to  recover  Medicaid  expenditures  in  absent  parent  cases. 
They  are: 

•  the  identification  of  absent  parents, 

•  the  location  of  absent  parents, 

•  the  inclusion  of  absent  parent  medical 
support  in  court-ordered  child  support, 

•  the  identification  of  absent  parent 
health  insurance  resources  which  include 
or  could  include  dependent  coverage,  and 

•  the  recovery  of  Medicaid  expenditures 
from  the  absent  parents  and/or  their 
insurance  resources. 

Essentially  the  same  activities  are  required  in  paternity 
actions . 

The  first  two  functions  are  clearly  the  domain  of  the  IV-D 
child  support  and  paternity  programs.  However,  the  last  three 
activities  are  not  required  of  IV-D  programs.  Many  local  IV-D 
programs  do  not  pursue  medical  support  at  all  as  part  of  child 
support  payments.  Generally,  medical  support  requirements  are 
only  considered  by  the  IV-D  agency  if  the  child  support  payments 
to  the  AFDC  program  are  not  diminished  by  this  requirement. 

In  addition,  some  persons  feel  that  the  identification  of 
absent  parent  health  insurance  resources  could  be  accomplished 
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through  the  usual  AFDC  and  Medicaid  intake  procedures. 
Separation  of  resource  identification  from  court-ordered  medical 
support  and  better  information  transfer  systems  were  suggested. 

The  second  major  issue  of  concern  to  state  TPL  recovery 
units  is  the  amount  of  recovery  possible  from  absent  parents  and 
the  level  of  effort  required  to  effect  these  recoveries. 
Collections  data  available  from  Michigan  suggest  that  absent 
parent  medical  support  recoveries  are  quite  small.     For  the 
first  six  months  of  the  1979-80  fiscal  year,   absent  parent 
Medicaid  reimbursements  (including  insurance  refunds)  equalled 
$277,577.     This  amount  represents  approximately  4.0%  of  all 
recoveries  (not  avoidances)  made  in  Michigan  during  the  same 
time  period  and  6.5%  of  health  insurance  recoveries  only. 
Additionally,  these  refunds  were  0.048%  of  the  estimated 
adjusted  medical  vendor  payments  for  the  same  time  frame.  These 
recoveries  come  from  five  Michigan  counties,   including  the  three 
Detroit  area  counties  which  comprise  about  half  the  Medicaid 
caseload . 

The  Michigan  data  are  somewhat  more  encouraging  in  the  area 
of  recoveries  for  maternity  and  childbirth  expenses  for 
paternity  action  cases.     For  the  same  6-month  period  cited 
above,  state  recoveries  were  $428,804,  or  6.2%  of  all  recoveries 
and  10.0%  of  all  health  insurance  recoveries.    However,  in 
addition  to  the  county  office  staff  working  on  paternity  suits, 
the  TPL  recovery  unit  has  about  four  staff  assigned  to  this 
recovery  area  only  and  also  uses  other  Medicaid  agency  resources 
for  the  identification  and  printing  of  appropriate  paid  claims 
information . 

Michigan  was  the  first  state  to  devise  and  implement  a  IV-D 
TPL  avoidance  and  recovery  program.     Reportedly,  other  states 
have  developed  programs  which  avoid  some  of  the  duplication  of 
effort  and  other  difficulties  experienced  in  Michigan.  However, 
of  the  four  states  included  in  this  study,  only  Michigan  had 
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Established  cooperative  agreements  for  the  pursuit  of  absent 
parent  medical  support  liability  at  the  time  of  our  data 
collection.     In  addition,  material  obtained  from  the  DHHS 
Regional  Offices  at  the  start  of  the  study  indicates  that,   of  44 
states  for  which  data  were  available,   18  state  TPL  programs  do 
not  include  Title  IV-D  medical  support.     Of  the  26  states 
reporting  that  IV-D  TPL  is  included  in  their  TPL  programs,  we  do 
not  know  the  number  which  have  effected  cooperative  agreements 
with  the  Title  IV-D  agencies.     We  do  know,  from  other  sources, 
that  some  of  these  states  have  definitely  not  established 
cooperative  agreements,  and  that  others  are  conducting  pilot 
programs  only. 

The  Medicaid  agency  TPL  program  staff  in  the  three  study 
states  which  do  not  have  cooperative  agreements  indicated  little 
or  no  interest  in  pursuing  formal  agreements  with  the  state  or 
local  Title  IV-D  agencies.     This  lack  of  interest  stems  largely 
from  interpretation  problems  associated  with  the  current 
regulations  and  from  questions  about  the  true  costs  and  benefits 
of  IV-D  TPL  programs,  particularly  as  they  affect  the  Medicaid 
program. 

The  basic  idea  behind  the  regulations  encouraging  coopera- 
tive agreements  is  a  good  one.     However,   it  is  not  clear  to  us 
and  to  the  TPL  program  staff  in  the  four  study  states  that 
workable  and  cost-effective  IV-D  TPL  programs  can  be  implemented 
under  the  current  regulations. 

We  suggest  that  the  question  of  IV-D  TPL  programs  be 
examined  in  more  detail.     HCFA  should  review  the  current 
regulations  and  their  interpretations  at  central,  regional,  and 
state  levels,  the  personnel  and  financial  resources  required  to 
conduct  an  ongoing  IV-D  TPL  program  by  both  the  Medicaid  and 
Title  IV-D  agencies,  and  the  actual  benefits  which  can  be 
realized  by  these  two  agencies. 
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CHAPTER  IX:     RECOMMENDATIONS  FOR  FEDERAL  ACTION 


In  the  preceding  chapter,  we  discussed  several  major 
problem  areas  evident  in  current  efforts  to  develop  and  operate 
practical  and  successful  TPL  programs.     Some  of  these  problems 
are  also  discussed  at  more  length  in  other  chapters  of  this 
report . 

Many  of  the  problems  we  encountered  and  identified 
throughout  this  study  stem  from  specific  actions  or  the  lack  of 
specific  actions  at  the  federal  level.     Consequently,  our 
recommendations  focus  on  activities  which  the  Department  of 
Health  and  Human  Services  (DHHS)  and  the  Health  Care  Financing 
Administration  (HCFA)  can  undertake  to  encourage  and  facilitate 
the  development  of  state  Medicaid  agency  TPL  programs,  to  assist 
states  in  program  development,  and  to  assess  state  Medicaid 
agency  collection  (recovery  and  avoidance)  of  third-party 
liability. 

Our  recommendations  are  grounded  in  a  practical,  not  a 
theoretical  or  philosophical,  approach  to  both  the  collection  of 
third-party  liability  by  state  Medicaid  agencies  and  the  role  of 
HCFA  in  facilitating  and  encouraging  the  development  and  growth 
of  realistic  TPL  programs.     The  most  important  words  in  this 
statement  are  "practical"  and  "realistic."     If  HCFA  does  not 
adopt  a  practical  and  realistic  perspective  on  the  TPL  question, 
the  potential  for  controlling  current  Medicaid  expenditures  for 
medical  care  without  adversely  affecting  the  scope  of  available 
services  and  at  minimum  cost  will  never  be  fully  realized. 

Of  the  recommendations  presented  below,  the  most  important 
is  the  first  recommendation.     A  TPL  focal  point  at  the  federal 
level  is  a  prerequisite  to  increased  collection  of  third-party 
liability  by  the  Medicaid  program.     It  is  also  a  prerequisite  to 
the  other  recommendations  and  suggestions  offered  below. 
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RECOMMENDATION  #1  :     DESIGNATE  A  FOCAL  POINT  AT  HCFA  FOR  TPL 

ISSUES  IN  THE  MEDICAID  AND  MEDICARE  PROGRAMS 

The  most  severe  impediment  to  HCFA  efforts  to  maximize  the 
collection  of  third-party  liability  is  the  lack  of  an  officially 
recognized  organizational  focal  point  responsible  for  coordi- 
nating and  overseeing  third-party  liability  concerns  in  the 
Medicaid  and  Medicare  programs.     Perhaps  because  there  is  no 
such  focal  point ,  no  one  individual  or  unit  routinely  receives, 
analyzes,  or,  most  important,  synthesizes  the  various 
informational  items  collected  regularly  in  the  course  of  program 
administration .     Persons  knowledgeable  about  some  aspects  of  TPL 
issues  or  the  operations  of  state  TPL  programs  are  now  scattered 
throughout  several  divisions  of  the  Bureau  of  Program  Opera- 
tions, the  Bureau  of  Quality  Control,  and  the  Bureau  of  Program 
Policy  o 

The  decentralization  of  TPL  information  and  the  absence  of 
an  operational  focal  point  for  synthesizing  this  information  and 
initiating  appropriate  action  has  had  and  continues  to  have  a 
significant,  adverse  impact  on  the  development  of  state  Medicaid 
agency  TPL  programs.     It  blunts  HCFA's  ability  to  assess  the 
progress  and  problems  involving  third-party  resources,  which  in 
turn  inhibits  the  establishment  of  realistic  policies,  slows  the 
development  of  appropriate  reports  and  systems,  and  delays  the 
provision  of  necessary  training  or  technical  assistance.  Some 
of  the  problems  in  Medicaid  are  likely  to  be  repeated  in 
Medicare  TPL  issues  unless  operational  responsibility  is  fixed 
with  an  organizational  focal  point  promptly. 

We  suggest  that  the  Health  Care  Financing  Administration 
formally  designate  a  TPL  organizational  focal  point  as  soon  as 
possible .     The  establishment  of  the  focal  point  should  be 
officially  recognized  by  appropriate  communications  within  HCFA 
centrally  and  from  HCFA  headquarters  to  regional  offices,  state 
Medicaid  agencies,  Medicare  contractors,  other  DHHS  components, 
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bther  federal  agencies,  and  to  other  appropriate  organizations. 

he  HCFA  TPL  focal  point  should  be  clearly  identified  by  name 
3.nd/or  title  in  organizational  listings  such  as  the  HCFA 
telephone  directory  and  in  publications  to  persons  or  organiza- 
tions that  may  have  questions  about  third-party  liability  in 
Title  XVIII  or  Title  XIX  claims.     If  provided  the  clearcut 
authority  and  responsibility  to  perform  the  necessary  TPL 
functions,   the  TPL  focal  point  could  be  established  without 
major  changes  to  the  current  HCFA  organizational  structure.  The 
TPL  focal  point  should  be  staffed  by  one  or  more  professionals 
with  solid,  broad-based  knowledge  of  Medicaid  and  Medicare 
program  operations,   supported  by  full-time  clerical  support. 

heir  duties  should  relate  only  to  TPL  in  the  Medicaid  and 
Medicare  programs. 

The  primary  role  of  the  TPL  focal  point  should  be  that  of 
operational  coordinator.     As  mentioned  above,   several  HCFA 
divisions  are  involved  in  different  aspects  of  the  TPL  issue, 
e.g.,  regulation  and  policy  formulation,  systems  development, 
technical  assistance,  fiscal  reporting,  Medicaid  program  assess- 
ment, and  quality  control.     The  lack  of  a  TPL  focal  point 
overseeing  these  various  types  of  involvement  is  adversely 
affecting  federal  efforts  to  devise  coordinated,  practical 
policies;  to  interact  effectively  with  other  federal  agencies  on 
issues  such  as  collection  procedures;  to  monitor  state  program 
performance  accurately;  and  to  assist  states  in  improving  their 
TPL  collections. 

At  present,  there  are  analyses  of  elements  of  TPL  activity 
from  several  perspectives  in  HCFA.     But  these  are,   in  the  main, 
disjointed,  ad  hoc,  or  confined  to  a  single  subject  or  state. 
HCFA  badly  needs  someone  charged  with  synthesizing  the  infor- 
mation about  TPL  programs  and  problems  so  that  a  coherent  plan 
for  improving  performance  and  resolving  problems  can  be  pursued 
with  the  expectation  that  the  various  HCFA  staffs  will  then  be 

 *s 
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aking  mutually  supportive  action.     The  lack  of  TPL  program 
oordination  in  HCFA  headquarters  has  also  hindered  the  states 
n  their  TPL  collection  efforts  because  they  have  received  mixed 
signals  from  various  HCFA  staffs. 

The  major  responsibilities  of  the  TPL  focal  point  should 
include : 

•  primary  involvement  in  an  advisory 
capacity  in  formulating  TPL  related 
regulations  and  policies; 

•  coordination  of  the  preparation  and 
approval  of  the  substantive  content  of 
all  operational  manuals,  regional 
issuances,  and  other  instructions 
relating  to  TPL  in  Medicaid  and  Medicare 
claims ; 

•  overseeing  and  coordinating  all  tech- 
nical assistance  provided  by  HCFA  with 
respect  to  TPL; 

•  coordinating  appropriate  action  on  TPL 
problems  referred  to  HCFA  centrally  from 
the  agency's  regional  offices,  Medicaid 
offices,  or  Medicare  contractors; 

•  defining  and  coordinating  measures  to 
maximize  the  identification  of  third- 
party  resources  and  the  cost  effective 
collection  of  third-party  liability  in 
Medicaid  and  Medicare  claims; 

•  designing  or  approving  the  content  of 
reports  prepared  by  state  Medicaid 
agencies,  Medicare  contractors,   and  HCFA 
staffs  on  TPL  concerns; 

0     initiation  of  cooperative  efforts 

between  state  Medicaid  agencies  and  HCFA 
and  between  HCFA  and  other  federal 
agencies  for  information  sharing  and  TPL 
program  development; 

•  overseeing  the  monitoring  of  current 
state  Medicaid  agency  TPL  programs, 
results,  and  designs; 

•  coordinating  the  timely  dissemination  to 
state  Medicaid  agencies,  Medicare  con- 
tractors,  the  insurance  industry 
generally,  prepaid  health  plans,  and 
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other  interested  parties  of  information 
on  TPL  issues  arising  in  the  administra- 
tion of  Medicaid  and  Medicare;  and 

•    preparing  periodic  summary  reports  of 
overall  progress  and  problems  with 
respect  to  third  party  liability  issues 
to  the  HCFA  administration  with 
recommendations  for  problem  resolution. 


RE  COMMENDATION  #2:     REVIEW  AND  REVISE  CURRENT  FEDERAL  TPL 
•  REGULATIONS 


One  of  the  two  major  impediments  to  the  development  and  the 
refinement  of  state  TPL  programs  is  the  current  legislation 
(P.L.  95-142)  and  regulations  (42  CFR  Parts  433,  435,   and  436, 
May  1980)  affecting  the  identification  and  collection  of  third- 
party  liability  by  state  Medicaid  agencies.     The  second  major 
impediment  is  the  MQC  TPL  Review  program,  discussed  in  the  next 
recommendation . 

The  basic  problem  with  the  regulations  which  became  effec- 
tive in  May  1980  is  the  lack  of  a  relationship  between  some  of 
the  regulations  and  the  realities  of  devising  and  implementing 
third-party  liability  recovery  programs  at  a  reasonable  cost. 
Several  specific  problems  with  the  regulations  and/or  the 
conceptualizations  and  assumptions  underlying  these  regulations 
have  been  discussed  in  various  sections  of  this  report.     A  few 
of  these  problems  and  comments  deserve  repetition. 

•  The  regulations  do  not  distinguish 
sufficiently  among  third-party 
resources.     They  fail  to  recognize  that 
different  activities  requiring  different 
amounts  of  time  or  commitment  of  staff 
are  required  to  identify  some  third-party 
resources  and  to  recover  funds  when  the 
third  party  may  be  liable  in  a  particular 
claim. 

•  The  regulations  (and  laws)  do  not  address 
the  use  of  thresholds  in  pursuing  third- 
party  liability  in  Medicaid  claims.  Some 
such  thresholds  must  be  developed  if  the 
program  is  to  be  cost-effective  and 
nationally  consistent.     The  states  are 
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now  arbitrarily  establishing  their  own 
thresholds  as  a  practical  matter. 

•  The  legal  liability  of  a  third  party  can 
be  established  only  by  the  third  party 
after  receipt  of  a  claim  or  refund 
request.     Since  this  is  the  case,  the 
meaning  and  interpretation  of  42  CFR 
433.139(a)(1)  on  claims  payment  "after 
the  amount  of  the  third  party's  lia- 
bility has  been  established"  is 
questionable . 

•  The  requirement  to  seek  reimbursement 
"within  30  days  after  the  end  of  the 
month  in  which  payment  is  made"   (42  CFR 
433.139(a)(2))  is  not  necessary  or 
reasonable  if  the  third-party  resource 
is  a  health  insurance  policy  or  a  health 
insurance  type  plan.     These  resources 
are  rarely  involved  in  litigation  and 
legal  liability  is  determined  by  the 
specific  health  insurance  policy.  The 
underlying  assumption  of  a  maximum  time 
frame  of  12  months  from  the  service  date 
for  submission  of  a  claim  to  a  health 
insurance  company  is  not  necessarily 
valid.     (See  Chapter  IV,   Section  D.5.) 

At  the  time  of  this  study,   the  interpretation  of  this  last 
regulation  was  fairly  strict.     Since  then,   the  regulation  has 
been  more  liberally  interpreted.     This  interpretation  allows  the 
states  to  accumulate  paid  claims  for  recipients  with  recorded 
health  insurance  resources  to  a  maximum  total  value  of  $50 
within  90  days  from  the  end  of  the  month  in  which  the  first 
claim  was  received.     However,   the  accumulation  is  allowed  only 
if  this  procedure  is  requested  by  the  third  parties.  Although 
this  interpretation  is  preferable  to  earlier  ones,  there  is 
still  room  for  improvement.     The  basic  question  still  remains: 
does  this  interpretation  hinder  or  facilitate  the  development 
and  use  of  TPL  recovery  procedures  which  are  efficient  and 
cost-effective  for  state  Medicaid  agencies  and  also  acceptable  . 
to  the  insurance  industry? 
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We  expect  that  other  problems,   inconsistencies,  and 
questionable  requirements  in  these  regulations  have  been 
identified  and  communicated  to  HCFA  by  state  Medicaid  agencies 
and/or  TPL  recovery  units. 

The  current  legislation  and  regulations  should  be  reviewed 
by  HCFA  personnel  knowledgeable  about  the  budget,  staffing,  and 


systems  constraints  that  state  TPL  programs  face.  Where 


desirable,   the  regulations  should  be  promptly  revised. 


Legislative  recommendations  should  be  prepared  and  pursued  with 


respect  to  the  establishment  of  thresholds  and  other  initiatives 


to  promote  cost-effective  and  nationally  consistent  program 


administration . 


Since  the  process  of  developing,  publishing,   revising,  and 
adopting  regulations  can  be  rather  lengthy,  we  recommend  that 
HCFA  distribute  its  Regional  Offices  and  to  state  Medicaid 


agencies  its  interpretations  of  present  regulations.  This 


process  should  ensure  more  consistent  application  of  the 
regulations  across  regions  and  states. 

RECOMMENDATION  #3:     CONSTRUCTIVELY  REVIEW  THE  MEDICAID  QUALITY 

 "  CONTROL (MQC)  THIRD-PARTY  LIABILITY  (TPL) 

REVIEW  PROGRAM 

The  second  major  problem  in  the  development  and  operation 
of  cost-effective  state  Medicaid  agency  TPL  programs  is  the 
current  MQC  TPL  program.     When  the  MQC  TPL  program  was  first 
begun,  the  result  was  a_  "cart  before  the  horse"  situation,  since 
most  states  had  no  TPL  program.     For  the  most  part,  the  cart  is 
still  before  the  horse.    However,  the  MAC  TPL  program  could  be 
used  to  provide  data  on  the  performance  of  state  TPL  programs  in 
the  area  of  health  care  resource  identification. 

From  the  perspective  of  the  state  TPL  unit,  problems  with 
the  MQC  TPL  program  involve  three  major  areas.     These  are: 
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•  the  design  and  focus  of  the  TPL  review 
results  in  some  confusion,  particularly 
in  the  definition  of  errors  and  the 
insensitivity  to  questions  of  the  costs 
of  resource  identification  and  liability 
collection ; 

•  variant  interpretations  of  the  TPL 
reviews  and  of  the  definitions  of  errors 
across  states  and  across  federal 
regions  preclude  defensible  comparison 
among  states  and  construction  of 
national  estimates;  and 

•  the  expansion  of  some  MQC  TPL  review 
efforts  into  the  province  of  the  TPL 
recovery  units  has  been  at  the  expense 
of  the  TPL  recovery  unit. 


An  additional  problem  area  from  the  perspective  of 
estimating  available  unrecovered  TPL  is  the  utility  and  meaning- 
fulness  of  the  MQC  TPL  payment  error  rates.     Because  of  the 
first  two  problems  noted  above  and  reporting  procedures  for 
ascribing  multiple  source  errors  to  eligibility  determination 
and  claims  processing  before  TPL,  the  error  rates  do  not  relate 
to  the  amount  of  unrecovered  TPL.     The  program  currently  does 
not  result  in  meaningful  data  for  assessing  TPL  program 
performance  or  for  improving  the  TPL  program.     Additionally,  the 
statistical  validity  of  the  samples  and  the  TPL  error  rates  is 
questionable  given  the  few  cases  in  the  actual  sample  with  both 
paid  claims  and  third-party  liability. 

We  suggest  that  the  MQC  TPL  program  be  refocused  to  provide 
more  meaningful  data  for  the  assessment  and  improvement  of  state 
TPL  programs.     Since  cases  with  TPL  represent  a  small  proportion 
of  the  Medicaid  caseload,  the  use  of  the  MQC  representative 
sample  for  estimating  potential  TPL  collections  is 
questionable.     As  a  result,  "MQC  staff  appear  to  have  focused 
more  attention  on  technical  compliance  with  program  regulations, 
or  on  process,  rather  than  on  program  outcomes. 
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We  recommend  that  MQC  TPL  efforts  be  directed  to  estab- 
lishing the  proportion  of  the  Medicaid  caseload  with  third-party 
health  care  payment  resources,  in  total  and  by  type,  since  the 
sample  size  is  sufficient  for  this  purpose  and  the  measure  is 
extremely  important.     Until  states  identify  recipient  third- 
party  resources  effectively,  their  programs  will  be 
ineffective.     The  MQC  TPL  review  program  can  be  used  to  stimu- 
late this  crucial  front  end  identification  activity.  Moreover, 
this  proportion,   in  conjunction  with  the  TPL  collections  ratios 
presented  earlier,  will  provide  a  more  meaningful  basis  of  an 
assessment  of  TPL  program  performance.     Specific  procedures 
should  be  defined  for  identifying  different  types  of  third-party 
resources  to  provide  uniform  criteria. 

Compliance  with  program  regulations  for  collecting  identi- 
fied TPL  should,  perhaps,  be  the  purview  of  audit  teams  (not  MQC 
staff)  who  focus  on  the  process  aspects  of  TPL  collections 
activities.     The  audit  teams  can  also  validate  TPL  reports 
submitted  by  the  states  to  HCFA  headquarters.     These  process 
assessments  should  not  be  the  result  of  individual  case  reviews 
as  in  the  current  MQC  TPL  assessment,  but  rather  entire  program 
reviews  examining  the  operations  of  the  TPL  unit  itself. 

Finally,  a  design  study  on  how  to  treat  provider  reported 
collections  in  assessing  TPL  program  performance  should  be 
conducted.     Provider  reported  (and  unreported)  TPL  collections 
can  be  substantial,  and  a  study  beyond  the  scope  of  this  current 
effort  is  required  to  determine  how  they  affect  measures  of  TPL 
program  performance. 

RECOMMENDATION  #4:     DEVISE  AND  ADOPT  ADDITIONAL  PROCEDURES  AND 

 CRITERIA  FOR  ASSESSING  STATE  TPL  PROGRAM 

PERFORMANCE 

Currently,  the  Division  of  Performance  Evaluation,  Office 
of  Standards  and  Performance  Evaluation,  HCFA,  is  responsible 
for  overseeing  the  State  Assessment  Program.     Under  this 
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program,  the  10  DHHS  Regional  Offices  conduct  on-site  reviews  of 
each  state's  Medicaid  program.     Beginning  with  the  1980  fiscal 
year,  the  regions  are  required  to  use  an  assessment  guide  which 
prescribes  the  minimum  scope  and  depth  for  the  state 
assessment.     Fiscal  year  1980  is  the  first  year  for  which 
uniform  data  across  the  10  regions  will  be  available  for  the  13 
Medicaid  program  assessment  areas.     Full  program  reviews  are 
required  every  two  years  and  the  assessment  of  several  key  areas 
will  be  done  annually. 

The  full  assessment  package  includes  the  review  of  state 
efforts  in  the  TPL  area.     Six  specific  aspects  of  state  TPL 
programs  are  part  of  the  assessment.     These  are:  identifica- 
tion; payment;  reimbursement;  data  exchange;  assignment  of 
rights;  and  cooperative  agreements.     At  the  present  time,  the 
TPL  component  of  the  state  assessments  is  scheduled  for 
completion  on  a  biennial  basis. 

Although  there  is  a  formal  assessment  mechanism  in  place, 
we  feel  that  this  review  is  not  sufficiently  comprehensive  for 
examining  and  evaluating  state  Medicaid  agency  TPL  programs. 
The  current  assessment  protocol  is  implemented  using  personal 
interviews  and  on-site  data  gathering  techniques  and  focuses 
primarily  on  the  presence  or  absence  of  different  aspects  of  TPL 
programs . 

We  recommend  that  HCFA  develop  additional  procedures  for 
assessing  state  TPL  identification  and  collection  efforts.  The 
type  of  assessment  we  envision  is  more  global  than  the  current 
regional  office  version  and  is  not  necessarily  tied  to  an 
on-site  review  procedure.     State  TPL  programs  can  be  assessed 
and  evaluated  on  a  national  basis  using  data  collected  routinely 
and  uniformly  from  the  states  through  reporting  requirements. 
We  suggest  that  a  national  assessment  focus  first  on  measures  of 
outcomes  and  secondarily  on  measures  of  process. 
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UTwo  outcome  measures  are  critical  to  an  understanding  of 
Lte  TPL  collection  efforts  and  to  the  development  of  policies 
and/or  special  efforts  to  encourage  maximum  and  cost-effective 
utilization  of  third-party  resources  by  state  Medicaid 
agencies.     The  first  critical  outcome  measure  is  really  an 
intermediate  outcome  measure:     the  proportion  of  Medicaid 
eligibles  having  some  form  of  health  insurance  or  third-party 
payment  resource  by  major  type  of  coverage.     The  second  critical 
outcome  measure  is  an  indicator  of  the  total  TPL  collections 
(avoidances  and  recoveries)  effected  in  each  state. 

Both  of  these  measures  can  be  obtained  without  benefit  of 
on-site  visits  to  states.     Both  can  provide  data  useful  for 
determining  the  extent  of  the  "TPL  problem, 11  the  states '  success 
in  identifying  and  collecting  TPL,  and  changes  over  time  in  the 
states'  efforts  to  minimize  funds  misspent  because  of  third- 
party  liability. 

In  order  to  construct  these  measures ,  reporting  require- 
ments are  needed.     However,   these  requirements  must  be  tailored 
to  the  task.     Existing  reports,  such  as  the  Quarterly  Schedule 
of  Third  Party  Collections  for  the  Medical  Assistance  Program 
(HCFA-64.9a) ,   are  not  appropriate. 

We  suggest  that  one  report  focus  on  the  number  and  percent 
of  Medicaid  eligibles  with  third-party  payment  resources.  The 
report  should  distinguish  between  the  types  of  resources 
generally  categorized  as  health  insurance  resources — commercial 
health  insurance,  prepaid  health  care  plans,  Blue  Cross/Blue 
Shield  plans,  Medicare,  CHAMPUS,  and  others.  Requiring 
information  on  casualty  insurance  resources  does  not  appear 
warranted.     The  data  obtained  from  the  state  TPL  program  could 
then  be  compared  with  similar  information  gathered  through  the 
Quality  Control  Program,  as  suggested  above  in  Recommendation 
#3.     A  comparison  of  these  data,  by  state,  would  indicate  those 
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states  which  are  more  or  less  successful  in  the  identification 
of  TPL  resources  (not  actual  liability). 

In  the  area  of  TPL  collections,  we  suggest  that  the 
performance  measures  discussed  in  Chapter  VI,   the  "TPL  collec- 
tions ratios,"  preferably  with  the  adjustment  for  long-term  care 
services,  be  used  as  assessment  tools.     We  also  suggest  that 
HCFA  compute  the  TPL  collections  ratios  for  all  states  using  the 
quarterly  schedule  of  expenditures  and  collections  (HCFA-64.9 
series)  and  compare  the  results  of  these  computations  with 
available  facts  about  the  design  and  operation  of  state  TPL 
programs  and  with  the  latest  results  of  the  MQC  TPL  reviews. 
The  ratios  of  the  four  study  states  should  also  be  compared  to 
bhe  ratios  presented  in  Chapter  VI  using  different  data 
sources.     We  believe  that  this  comparison  will  demonstrate  the 
utility  of  the  TPL  collections  ratios  as  an  assessment  tool  and 
also  the  desirability  of  a  special  TPL  collections  report,  not 
for  financial  accounting  purposes  (as  the  HCFA-64.9a),  but  for 
program  assessment  and  comparison. 

Program  assessment  should  not  be  limited  to  a  review  of 
proportions  of  Medicaid  eligibles  who  have  third-party 
resources,  the  TPL  collections  ratios,  or  any  other  summary 
statistics .     These  measures  can  be  used  as  a  starting  point  for 
an  assessment  because,  on  a  comparative  basis,   they  indicate  the 
stronger  and  weaker  aspects  of  a  state's  overall  program.  The 
next  tasks  are  to  determine  the  reasons  for  the  observed 
results,   and  to  devise  corrective  actions  and/or  offer  technical 
assistance  to  improve  the  design  or  the  operation  of  particular 
parts  of  the  state's  program.     These  tasks  could  be  accomplished 
through  the  Regional  Office  assessments  or  through  special 
reviews  by  the  central  office. 

A  major  advantage  of  the  two  measures  suggested  as  assess- 
ment tools  is  that,  once  appropriate  reporting  requirements  are 
in  place,   the  measures  can  be  calculated  without  the  expense  of 
Lon-site  visits  to  all  states.     Also,  we  would  like  to  point  out 
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that  the  reporting  requirements  suggested  above  should  not  pose 
an  inordinate  burden  to  the  states.     As  discussed  in  other  parts 
of  this  report,  the  four  study  states  produce  collections 
reports  more  comprehensive  than  the  required  Quarterly  Schedule 
of  TPL  Collections.     Additionally,   all  four  states  have  the  raw 
information  needed  to  calculate  the  percent  of  Medicaid 
eligibles  with  third-party  payment  resources;  these  data  are 
currently  computerized  in  three  of  the  four  states.  Targeted 
reports  could  be  integrated  with  the  MMIS  TPL  Subsystem 
currently  being  developed  by  the  Systems  Development  Branch, 
Division  of  Systems  Planning  and  Development. 

Assessments  of  state  programs  are  sensible  only  if  there  is 
a  mechanism  available  for  encouraging  state  Medicaid  agencies  to 
modify  existing  procedures  for  TPL  collection.     If  Recommen- 
dation #5  is  implemented  in  some  way,  a  qualitative  assessment 
based  on  the  review  of  collection  statistics,  state  policies, 
TPL  program  design  and  program  operations  should  be  included  as 
part  of  the  adopted  system.     The  nature  and  the  utility  of  this 
type  of  assessment  is  demonstrated  in  the  discussions  of 
performance  measures  in  Chapter  VI  of  this  report. 


Given  the  current  number  of  states  with  inadequate  or  no 
TPL  programs,   the  generally  low  priority  accorded  to  these 
programs  by  states  faced  with  meeting  other  federal  require- 
ments, and  the  potential  reduction  of  Medicaid  expenditures  by 
as  much  as  4%   ($1,067  million  of  projected  FY  1980  costs) 
through  the  collection  of  third-party  liability,   the  Department 
of  Health  and  Human  Services  and  the  Health  Care  Financing 
Administration  should  consider  aggressively  pursuing  a  course  of 
action  which  will  increase  TPL  collections. 


MEDICAID  AGENCY  TPL  PROGRAMS 
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We  recommend  that  a  special  program  initiative  be  designed 
and  implemented  specifically  for  the  purpose  of  developing  and 


enhancing  state  Medicaid  TPL  programs 


This  program  could  take  many  forms.     The  special  develop- 
ment program  could  be  designed  to  operate  for  two  or  four  years 
only.     State  Medicaid  agencies  would  be  required  to  submit  plans 
for  program  development  or  enhancement  to  HCFA.     States  would 
also  be  required  to  submit  quarterly  reports  on  TPL  collections 
and  possibly  on  costs.     The  reports  should  be  simple  but  useful 
for  federal  monitoring  purposes  and  for  comparisons  across 
states.     The  collections  report  should  include  both  cashrefunds 
and  "offsets"  and  identify  the  major  TPL  resource  types.  We 
suggest  that  the  TPL  classifications  outlined  in  Chapter  VI,  as 
well  as  the  performance  measures  proposed  in  that  chapter,  be 
considered  for  purposes  of  this  special  program  and  for  program 
monitoring.     A  safeguard  should  be  built  into  the  program  to 
help  ensure  state  program  continuation  after  termination  of  the 
special  program.     Fiscal  disallowances  could  be  imposed  for 
program  discontinuation  by  the  state.     Alternatively,  fiscal 
incentives,  such  as  a  greater  share  of  the  recoveries  for  a 
limited  time  period,  could  be  used  to  encourage  greater  state 
efforts  in  the  TPL  avoidance/recovery  area. 

RECOMMENDATION  #6:     INCREASE  AND  COORDINATE  THE  TECHNICAL 


ASSISTANCE  AVAILABLE  TO  STATE  MEDICAID 
AGENCIES 

Persons  assigned  to  develop  and  operate  TPL  collections 
programs  are  interested  in  information  on  other  state  TPL 
programs  and  in  technical  assistance.     HCFA  should  increase  the 
federal  and  regional  staff  available  for  providing  technical 


assistance  to  state  Medicaid  agencies.     Further,  both  new 


technical  assistance  efforts  and  ongoing  activities  should  be 


coordinated  within  HCFA  so  that  different  divisions  or  branches 


are  not  working  at  cross  purposes.     Ideally,   the  proposed  HCFA 
PL  focal  point  would  serve  as  the  coordinator  for  technical 
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assistance  activities,  with  much  of  the  technical  assistance 
provided  by  regional  staff  once  they  are  trained  and  in  place 


RECOMMENDATION  #7:     INITIATE  FEDERAL  INTRA-  AND  INTER-AGENCY 

COOPERATION  ON  SPECIFIC  ISSUES  OF  TPL 
COLLECTION 

As  discussed  in  the  previous  chapter,   state  TPL  recovery 
units  are  experiencing  difficulties  with  various  third  parties. 
Some  of  these  third  parties  are  federally-administered 
assistance  programs.     It  is  counterproductive  for  each  state  to 
interact  with  these  other  programs  on  an  individual  basis.  A 
more  useful  approach  would  be  HCFA  headquarters  coordination 


w 


mental  Security  Income  and,  if  necessary,  Medicare/Medicaid 


ith  the  Department  of  Defense  (DoD)  on  CHAMPUS  program  issues 


and  with  the  Social  Security  Administration  (SSA)  on  Supple- 


crossover  claims  issues. 


It  is  our  understanding  that  discussions  have  begun  with 
the  SSA  to  expand  information  on  recipient  health  care  resources 
currently  collected  by  the  federal  SSI  eligibility  workers  and 
to  supply  these  data  on  the  eligibility  tapes  provided  to  those 
states  opting  for  federal  level  eligibility  determination. 
These  efforts  should  be  encouraged  so  that  more  specific  TPL 
resource  data  will  be  available  to  the  states  soon. 

In  the  area  of  Medicaid-Medicare  cooperation,  states  should 
not  have  to  use  medical  care  providers  as  middlemen  in  order  to 
collect  payments  for  which  the  Medicare  program  is  liable  or 
becomes  liable  because  of  the  3-month  retroactive  eligibility 
extended  to  Medicaid  recipients  enrolled  in  the  Medicare  Part  B 
Buy-in  program.     This  burden  on  the  providers  can  be  removed 
through  federal  level  cooperation.    While  some  discussions  may 
be  required  with  SSA  to  arrange  the  transfer  of  funds,  HCFA 
should,  in  our  opinion,  be  able  to  devise  procedures  for  the 
direct  reimbursement  of  the  state  Medicaid  agency  by  the 
Medicare  program. 

  ^ 
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Uniform  reclaiming  procedures  for  use  by  Medicaid  agencies 
in  billing  the  CHAMPUS  program  have  been  developed  by  the  Bureau 
of  Quality  Control  and  the  CHAMPUS  program.     However,  these 
procedures  do  not  solve  the  problem  of  recovery  from  the  CHAMPUS 
program.     The  current  procedures  are  essentially  identical  to 
those  required  of  providers.     The  major  difficulty,   in  terms  of 
Medicaid  agency  TPL  program  preparation  of  bills  on  CHAMPUS 
claims  forms,   is  the  CHAMPUS  requirement  for  the  signature  of 
the  patient  or  appropriate  adult.     A  major  reason  for  this 
requirement  is  the  lack  of  a  CHAMPUS  eligibility  file. 
Generally,  TPL  programs  do  not  have  field  staff  who  can  secure 
the  needed  signatures. 

Additional  discussions  should  be  undertaken  by  HCFA  to 
explore  the  possibility  of  exempting  state  Medicaid  agencies 
from  the  CHAMPUS  signature  requirements,  assuming  that  all  other 
necessary  identification  information  is  provided  to  the  CHAMPUS 
program  intermediaries.     Alternatively,  HCFA  should  assist  the 
states  in  devising  other  cost-effective  and  productive 
approaches  to  the  recovery  of  CHAMPUS  liability  under  the 
current  reclaiming  procedures.     HCFA  could  also  recommend  that 
state  Medicaid  agency  claims  processing  functions  deny  payments 
for  recipients  eligible  for  CHAMPUS  unless  a  CHAMPUS  denial  of 
benefits  is  attached  to  the  provider  claims.     This  last 
approach,  however,   raises  important  questions  on  the  burden  to 
the  providers  which  must  be  considered  in  requirements  for 
Medicaid  agency  avoidance  and/or  recovery  of  third-party 
liability . 

Another  area  which  should  be  explored  more  fully  at  the 
federal  level  is  the  relationship  between,  and  the 
jurisdictional  issues  surrounding,   the  Medicaid  and  IV-D  medical 
support  programs.     As  noted  earlier,  at  least  three  separate 
issues  are  mixed  together  in  the  current  regulations  (42  CFR 
Parts  433,  435,  and  436  and  45  CFR  Parts  302,   304,  and  306). 
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Also,   Section  433.147,  on  cooperation  in  establishing  paternity 
and  obtaining  support  appears  to  require  the  state  Medicaid 
agencies  to  enforce  cooperation  of  out-of-wedlock  fathers  and 
absent  parents  in  IV-D  activities,  not  Medicaid  program 
activities.     This  raises  some  questions  on  the  appropriate 
functions  and  jurisdictions  of  the  Medicaid  and  IV-D  programs. 

The  current  regulations  and  approach  to  medical  support  are 
lopsided  and  confusing.     If  HCFA  wishes  to  pursue  the  question 
of  absent  parent  medical  support  obligations  for  families 
receiving  Medicaid  benefits,  we  strongly  suggest  additional 
discussions  with  the  Office  of  Child  Support  Enforcement  and 
clarification  of  the  regulations  and  the  roles  and  responsi- 
bilities of  both  agencies.     State  Medicaid  agency  TPL  units 
should  be  consulted  about  their  problems  and  perceptions  in  this 
area. 


V 


IX-17 


iMAXIMUS 


'   \ 


Appendix  A: 

FORMS  USED  TO  ACQUIRE  AND  RECORD  HEALTH  CARE  RESOURCES 
INFORMATION  IN  THE  STUDY  STATES 
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CALIFORNIA  HEALTH  INSURANCE  INQUIRY 


STATE  Ot  aUKOM  -  HEALTH  AMI  KSl^iKB  AdEHC* 


HEALTH  INSURANCE  INQUIRY 


DEPARTMENT  Of  HEALTH  SEItVKU 


IMPORTANT:  Pleese  comoletE  this  form  End  mum  it  a>  toon  at  pouibl*  in  thE  Enclosed  porrage-peid  envelope.  Return  it  even  though  you  mty  hsvE  previously 
furnished  this  information.  Having  jwajth  insurance  dew  not  Effect  eligibility  for  Medi-Csl.  However,  you  ere  required  to  report  thii  information 
in  accordance  with  Section  50763,  of  Title  22.  California  Administrative  Code.  Insurance  information  is  used  to  reduce  costs  incurred  by  the  Medl- 
Cal  urogram.  Follow  the  instructions  on  the  reverse  of  this  form.  Be  sure  to  Examine  all  spaces  provided  and  include  all  the  information  that  is 
applicable.  Write  in  all  insured,  family  rnemoer  names.  Medi-Cal  numbers  and  Social  Security  numbers  not  shown.  If  incorrect  preprinted  infor- 
mation eppeers  on  this  form,  line  out  the  error(s)  and  supply  the  correct  information,  either  above  the  error  or  on  an  attached  piece  of  paper 
PLEASE  TYPE  OR  PRINT.  Use  a  separate  sheet  of  paper  if  more  than  two  policies. 

IF  YOU  HA  VE  ANY  QUESTIONS  ABOUT  THIS  FORM.  CALL  US  -  NO  CHARGE  TO  YOU  1-800-SS2S294.  17:30  AM  —  4.-45  P  M  ) 

SI  NECESITA  UD.  MAS  1NFORMACION  SOBP.E  EST  A  FORMA.  FAVOR-OS  TELEFONEAR  1-800-9S2-S294.  NO  LE  CUESTA  NAD  A  A  UO 

SE  HABLA  ESPANOL. 


RETURN  COMPLETED  FORM  TO: 


r 


RECOVERY  SECTION,  P.O.  BOX  1287.  SACRAMENTO,  CA,  95806 

What  u  your  phone  number? 
AREA  CODE!  » 


1.  □  Ve« 
□  No 


While  on  Medi-Cal.  have  you  or  any  family  member  ever  been  covered  by  a  group,  individual  or  employer-sponsored  Hearth  Insurance  policy  or 
plan?  If  yes.  complete  items  2-6  and  the  policy  type.  If  no,  check  no  and  return  this  form. 


HEALTH  INSURANCE  INFORMATION 

FIRST  POLICY 

SECOND  POLICY  (if  any) 

2a  Whet   is  tne  Name  end   Address  of  your 
Health  Insurenee  Compeny? 

2b  If    different    from    aoove.    identify  where 
your  claims  ere  sent. 

3a  Give  the  Neme  end  Address  of  the  person 
issued  the  policy  (Policy  Holder). 

3b  la  entity  the  Policy  Holder's  Social  Security 
Number. 

4.  Whet  Is  the  Policy  Number? 

5.  Is  your  Policy  mil  In  force? 

fl.  Indicate  how  your  policy  wes  purchased.  (For 
Union,   Employer  or   Group   complete  the 
metcning  policy  type  belowl. 

r— i  '  (— .  „           1 '  No.  give  ending  bete: 
□  Yes     □  No            mo."  7,. 

□  Individual  1  Private)  Union 

□  6 pn cover                        Q  Group 

r— lw  i— i  »            It  No.  give  enoma  oete: 
UYes     LJNd             mo.  vr. 

O  individual  (Privets)           □  Union 
C2  Employer                        Q  Group 

Policy  Typej  7  Ttl,  Union  Nome. 

Local  Number  end 
Address 

POLICY 

THROUGH    8.  The  Name  end  Address 
UNION             of  your  Employer 

9.  The  Neme  end  Addreee 
POLICY            of  your  Emoloyer 
THROUGH 

EMPLOYER  10.  Tne  Group  Number 

1 1.  The  Neme  end  Addreee 

POLICY           of  your  Group. 
THROUGH 

GROUP       1 2-  The  Grouo  Number 

__ 
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A-l 
(continued) 


INSTRUCTIONS 

This  form  is  being  sent  to  vou  because  Medi-Cal  records  show  that  you  have  at  some  time  either  applied  for  Medi-Cal  or  were 
covered  by  Medi-Cal  The  records  also  show  that  you  may  have  other  health  insurance  coverage  from  a  private  or  group  health 
insurance  plan  which  could  pay  for  medical  care  which  results  from  sickness  or  injury.  California  is  processing  claims  to  recover 
funds  from  insurance  companies  where  the  Medi-Cal  Program  paid  for  medical  services  which  could  have  been  billed  to  your  insur- 
ance  plan(s)  Use  your  insurance  policy,  membership  card  or  any  other  aid  to  help  you  complete  the  questionnaire. 


Item  No.  1 

ftem  No.  2-a 

ttarn  No.  2-b 

ham  No.  3-a 

Item  No.  3-te 

Item  No.  4 

ftetn  No.  5 

item  No.  6 

rtem  No.  7 

Items  No.  SJ3 

Itomj  No.  10, 12 

Item  No.  11 
Be  sure  that  the 
provided. 


Mark  "Yes"  if  your  health  insurance  policy  covers  any  of  the  following  services:  hospital  expenses,  surgical 
expenses  routine  medical  expenses  or  major  medical.  Mark  "No"  if  you  or  your  family  members  did  not  have 
a  health  'insurance  policy  in  effect  while  covered  by  Medi-Cal.  Life.  Automobile  or  Burial  Insurance  is  not. 
considered  Health  Insurance. 

Complete  this  question  for  every  policy  regardless  if  it  is  a  private  policy,  or  through  a  union,  employer  or 
group.  Give  the  full  name  and  current  mailing  address  of  your  insurance  company. 

Current  name  and  mailing  address  of  the  insurance  company  that  processes  your  health  insurance  daim. 
Only  complete  if  different  from  the  answer  to  the  above  question  (2-a). 

Full  name  and  current  mailing  address  of  the  employee,  union  member,  retired  employee  or  person  to  whom 
the  insurance  policy  is  or  was  issued. 

Social  Security  Number  of  the  person  to  whom  the  insurance  policy  is  or  was  issued.  (Individual  identified 
in  3-a.) 

Enter  the  number  the  insurance  company  needs  to  identify  the  policy  (subscriber*,  certificate #,  account*, 
employee*,  etc). 

Answer  "Yes"  if  your  Health  Insurance  is  still  active.  Answer  "No"  if  your  Health  Insurance  was  cancelled 
and  enter  the  ending  date. 

Check  the  box  that  identifies  how  your  policy  was  purchased.  If  an  Employee.  Union  or  Group  complete 
the  matching  policy  type. 

Name,  local  number  and  address  of  the  union  local  through  which  health  insurance  coverage  is  or  was  obtained. 
Full  name  and  current  mailing  address  of  the  employer  through  which  your  health  insurance  is  or  was  obtained. 
The  number  that  the  insurance  company  assigned  to  your  group  to  identify  the  policy,  if  any. 
Full  name  and  current  mailing  address  of  the  group  through  which  your  health  insurance  is  or  was  obtained, 
information  you  have  supplied  is  complete  and  accurate.  Date  and  return  this  form  in  the  postage  paid  envelope 


INFORMATION  COLLECTION  AND  ACCESS 

Information  concerning  your  health  coverage  is  maintained  by  the  Chief  of  the  Recovery  Section,  by  authority  of  the  Welfare 
lS^Sto«^r?40n  and  Title  22.  California  Administrative  Code,  Section  50769.  All  informat.on  ,s  mandatory.  Please 
n^e  tha  in  o?der Vo  imply  with  the  Federal  Privacy  Act  Section  7(b).  w,  us.  your  social  security  number  and  all  of  the  infor- 
rnTion  vou  provide  for  identification  in  contacting  insurance  companies,  provider,  of  Health  Care  Services.  County  agencies,  or 
your  legal  counsel,  under  the  authority  of  Welfare  and  Institutions  code  Section  14102. 

Additionally.  Section  50175,  of  Title  22,  provides  for  denial  or  discontinuance  of  benefits  if  the  recipient  does  not  cooperate  in 
providing  health  insurance  information. 

Section  50763.  of  Title  22.  California  Administrative  Code,  further  requires  recipients  to  report  other  health  coverage  to  which 
they  are  entitled. 

S«^ion  14023  of  the  Welfare  and  Institutions  Code  provides  that  any  public  assistance  recipient  who  has  any  other  conMctual 
orlegal  entitlement  to  a  health  care  service  and  who  willfully  refuses  to  disclose  this  informat.on  is  guilty  of  a  m.sdeme.nor. 

The  information  requested  is  necessary  to  effect  recovery  of  health  insurance  or  other  ' ^1^*  " 
provided  in  Welfare  and  Institution,  Code.  Sections  10020  through  10025.  14024,  14103  and  14124.70  with  persons  liable 
ttvtreunotr* 
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MICHIGAN  THIRD-PARTY  LIABILITY  QUESTIONNAIRE 
FOR  HEALTH  CARE  RESOURCES 


THIRD  PARTY  LIABILITY  QUESTIONNAIRE 

Michigan.  Department  of  Social  Services 
Michigan  Department  of  Public  Health 
DO  NOT  PRINT  IN  SHADED  AREAS 

2.  Can  Nime   


SECTION  1  -  RECIPIENT  INFORMATION 


1.  Control  Numtwr  (CENTRAL  OFFICE  USE  ONLY) 


3.  Case  NurnMf 


4.  Prog.     5.  Co.  Cd.        6.  Load  Nurnoer 


n 


7.  Recipient  Neme  (Lest,  First,  Middle) 


LLjilliMM 


1   !   i  ! 


!  i 


'  !  I  I  ! 


III!! 


8.  Daie  of  Birtn 


!   I  I 


MM 


1   i   I  I 


Mill! 


SECTION  2  ■  HEALTH  INSURANCE 


9.  Recipient  ID  Number 


ISM 


I  ( 


!  !  !  I 


!    i    !  I 


I  i  !  M  I  ! 


I  I  ! 


10.  neeltn  1 1.  Court 

Insurance  Order 

0  D 

IS.  16. 

D  □■ 

20.  21. 

D  D. 

25.  26. 

D  D 

30.  31.  ' 

D  D 

35.  36. 

D  □ 


37.  -nsurjnce  Comoiny  Name 


I     !  ! 


38.  Group.  Control  or  Policy  Number 

I 


39.  Cjrr.er  10  No. 


III! 


40.  Contract  or  Certificate  Nurnoer 


43.  Poncy  Koioer'i  Name  |[_4St.  First.  Mioaie) 


-i.-.J  .1     i  .J 


~1 .  Service  Coaej  (Blue  Crott/Biue  Shieio) 


1 


Ml! 


44.  it  Meaitn  insurance 

tnrougn  employment    -*5.  Emoloyeri  Name 


1  •  v»j 

2  •  No  _ 


I      !  ' 


SECTION  3  •  COURT  ORDER  (Not  Aoplicable  to  ADC  CasesI 


42.  Effective  Date 


I'll 


•16.  Per»on  Ordered  to  P»y  Medioi  Expenses  (Ljtt.  First.  Middle) 


A7 .  Person's  Address  (No.  jno  St  reel) 


■»9.  Su:e     SO.  Zip  Coot 


51.  ADsent  Parent's        52.  Aosent  Parent's 
Btrin  D*te  Soc**-  Security  No. 


_L_J   i    I  ! 


53.       TYPE  OF  COURT 

\      {Put  tne  Corresponds 
Coo*  into  tne  Boa  at  Le't) 

1  -  Circuit 

2  -  Prooate 


S4A      TYPE  OF  ACTION  Si.  Cc.  Cc.  56. Slate  i7   Court  Oroer  Nurnoer 

(Pui  tne  Corresponding  coce  I         j    I  [ —  " 

-nto  tne  Boi  at  Left)  '  1    I  I 

■  Divorce  j  ' 

2  •  Paternity  j  ;    ' 

3  -  Civil  Support 

4  ■  otner 


!—j  (Put 


58.  Elective  D*t« 


THE  ABOVE  INFORMATION  IS  CORRECT  TO  THE  BEST  OF  MY  KNOWLEDGE. 


59.  Signature 


'60.  Teieonone  No. 


.  Stature 


OSS-1  354  (Ai«.  5.77)  Pre*»ou?  eo<t*on  oosoteic. 


Cintrsi  Offict 
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MINNESOTA  HEALTH  INSURANCE  INFORMATION  FORM 


HEALTH  INSURANCE  INFORMATION  FORM 


or*  iw 

16-771 


m 


Recipient  Lest  Nome 


!  I  I 


First  Nomf 


02 


MA  Iderrtiftcotion  Cow  Number 


041 


M1M 


Ml  103 


U 


Completion  instructions  con  be 
found  on  the  bock  of  this  form. 


Dote  of  Birth     |05  ■ 


j  2  ;    1    Nome  of  Insuronce  Compony 


06 


I 


MM 


Address  of  Insuronce  Claims  Office 


07 


J  — 


City 


08 


I 


I  ! 


State 


09 


ZIP  Code 

1 

10 


Check  ALL  Of  The  Coverage  Types  Which  Apply  Only  To  The  Policy 

Indicated  On  This  Form 

11 

HI  1  Basic  Hospital  Insuronce 

O   6  Nursing  Home  Policy 

f~l  2  Medical  •  Surgical  Insuronce 

[~]  7  Indemnity  Policy 

2  3  Major  Medical  Insurance 

□  8  CHAMPUS 

fj  4  Oentol  Insuronce 

Q  9  Health  Maintenance  Organiiotion  (HMO)  Insuronce 

!~J  5  Vision  Insuronce 

D  0  Court  Ordered  Coverage  /  Absent  Porent 

□ 

Iai 


j  Is  the  indicated  recipient  olso  policyholder?  1  U  YES 
I   If  "YES",  go  to  4-B.     If  'NO',  complete  the  following: 


2  □  NO 


12 


Policyholder  Lost  Nome 


13 


_L_L 


I  First  Nome 


Addros  of  Policyholder 


14 


TTT 


I  City 


17 


Stale 


18      ZIP  Code  19 


Ml! 

i  !  U 


E 


I  Type  of  Policy?  1  U  Individual  2  l_l  Group 
i   If  'INDIVIDUAL',  go  to  4-C.     jj  'GROUP',  complete  the  follo»/ing:  


20 


Nome  Of  Employer  Or  Group  Under  Which  Coverage  Is  Moinioined 


21 


Address  of  Employer/Group 


22 


! 

WW 

i 

Ent*f           g^j  1 
Group  Numb»r    *yA  \ 

I 

!  I 

26 

2*L 


23|     |  State  124      ZIP  Code  25 


Where  ere  your  claims  submitted?  |  27 

1  O  insuronce  Compony    2  Cj  Employer  t 


i  4  i 

Controct  O 

Policy 

Number 

,28 

i_CJ 

!  !  1 

i   >  i 

1 
j 

i  ! 

!  ! 

i  !  j  i 

i  !  !  ! 

1  Ins.  Stori  Date  2° 

i 
1 

!  Ins.  Term  Date  30~l 

FOR  COUNTY  USE  ONLY  38 

1 

|  !  :  ! 

Wkr.  Nome 

i 

MM 

Wkr.  Number 

Lil 


Indicote  ALL  Indivkswols  Covered  Under  Above  Listed  Policy  And  Relationship  To  Policyholoer 


First  Nome  Of  Covered  mdividuol 


Cl=  !:  Self  |  |Spousej  j  Child  j  ;  cMd  ]Oit«r 


(Specify) 


Entry  Date 


I  I 


!  !  I 


i  i  1  i 


>  > 


!  !  I 


!  I 


I  i 


□  □  □ 

□  G  □ 
i  □  G  □ 

□  G  □ 


□ 

n 


FOR  STATE  USE  ONLY       39 1 


1  Original 

2  —  Update 

3  ~  Coverage  Change 
"1  31      Service  Cty.  |  

I  Responsible  Cty.  _____ 

J  32 
J  33 

-  35  I 

~ 34  ZZGZGGZGG" 

Check  H  Continued    :  37  : 


j      1  i_  Assignment 
j      2  L_  Subrogate 
3    Suspend 

I 


A-5 


A- 4 
(continued) 


Health  Intwronc*  Information  form 

Instructions  for  Completion: 

This  form  must  be  completed  for  ony  insuronce  policy  which  covers  you  ond/or  your  dependents. 

If  you  ore  covered  under  more  thon  one  policy,  a  seporote  form  for  eoch  policy  must  be  completed.  Additionol  forms 
ore  available  from  your  county  worker. 

All  information  must  be  complete  and  accurate.  If  you  ore  unsure  of  specific  information,  it  is  your  responsibility  as  o 
Recipient  to  obtoin  the  accurate  information.  - 

The  boxes  must  be  completed  by  beginning  from  the  left.  Common  abbreviations  may  be  used. 

When  supplying  new  information  for  on  "Update"  or  "Coverage  Change",  only  Boxes  1-5  and  Box  28  must  be  com- 
pleted. 

All  information  must  be  typed  or  printed. 


1.  Complete  your  last  name,  first  name,  ond  middle  initial;  your  16  digit  Medical  Assistance  Identification  number, 
and  your  birthdote  in  the  boxes  provided.  (#1-5)  This  information  must  be  identical  to  that  appearing  on  your 
Medico  I  Assistance  Identification  Cord  ond  county  records. 

2.  Complete  the  full  nome  of  your  insurance  company  ond  the  full  address  of  the  claims  office  handling  your  heofth 
claims.  (Boxes  #  6- 10) 

3.  Indicate  the  type(s)  of  coverage  provided  by  this  policy.  Following  ore  descriptions  of  the  coverages  listed  (Box 

1.  Basic  Hospital-covers  room  ond  boord,  x-rays,  laboratory  tests  ond  other  hospital  charges  while  you  are  con- 
fined as  on  in-patient  in  a  hospital. 

2.  Medicol-Surgical-covers  lab,  x-ray,  and  surgery  provided  by  o  doctor  or  clinic. 

3.  Mojor  Medicol-usually  has  a  deductible  omount;  covers  office  visits,  prescription  drugs,  ombulonce,  supplies. 

4.  Dental-covers  specified  dental  care. 

5.  Vision-covers  optometrist /optholmology  services. 

6.  Nursing  Home-covers  room  ond  boord  while  confined  to  a  nursing  home. 

7.  Indemnity  policy  (income  policy )-ollow$  o  predetermined  dollar  omount  on  o  daily  or  weekly  basis  while  you  ore 
confined  to  o  hospital. 

8.  Chompus  (Civilian  Health  &  Medical  Program  for  Uniformed  Services}-covers  dependents  of  individuals  on  active 
duty  or  retired  from  the  military. 

9.  Health  Maintenance  Organization  (HMO)-prepoid  health  core  for  treotment/services  received  at  a  specified 
c:':rtic.  (This  does  not  inciuo'e  HMO  coverage  maintained  by  the  State  for  o  Recipient  in  lieu  of  Medicol  Assis- 
tance) 

0.  Court  Ordered  Insure nce-lf  o  court  order  exists  mandating  on  absent  porent  to  maintain  coverage,  and  de- 
tails of  the  policy  ore  unknown,  or  if  no  policy  exists,  check  Box  "O"  ond  provide  nome  and  address  of  ab- 
sent porent  in  4-A.  If  insuronce  information  is  complete,  ond  policy  is  court  ordered,  types  of  coverage  (£1-9) 
and  Box  "O"  should  be  checked. 

4-A.  Indicate  whether  you  (the  recipient)  are  the  policyholder.  (Box  #  12) 

If  not,  complete  the  policyholder's  full  nome  ond  address.  (Boxes  £13-19)  If  the  oddress  is  unknown,  indicate  "UNK". 
If  you  ore  the  policyholder,  you  need  not  complete  the  policyholder  nome  ond  oddress  boxes. 

4-B.  Indicate  if  this  policy  is  a  Croup  policy  (Example:  through  employment)  or  if  it  is  on  Individual  policy  (Box  -#20). 
If  Group  insuronce,  complete  m  full  the  place  of  employment  ond  oddress  of  employment  (Boxes  21-25). 
In  Box  26,  indicate  your  Group  number. 

In  Box  27,  indicate  whether  your  cloims  are  sent  to  the  insurance  company  or  whether  the  ploce  of  employment 
mointains  o  cloims  office. 

In  Box  28,  complete  in  full  your  contract/policy  Number. 

In  Box  29,  indicoie  the  effective  date  of  your  coverage,  if  it  went  into  force  ofter  your  eligibility  for  Medicol  Assis- 
tance. 

Disregord  Box  30  (Coveroge  Termination  Dote.) 

5.  Complete  the  first  nome  of  all  individuals  receiving  Medical  Assistance  who  ore  covered  under  the  policy.  If  you  ore 
covered,  you  must  complete  your  nome  olso.  Also,  indicate  the  CI  number  (lost  two  digits  of  the  Medicol  Assistance 
Number)  ond  the  relationship  to  the  policyholder  of  eoch  individual  listed. 

If  there  ore  more  than  6  individuals  covered  under  the  policy,  ploce  o  check  mark  in  the  Continuation  Box  at  the 
lower  right  corner.  Eoch  additional  individuol  should  be  listed  on  o  second  form.  However,  for  the  second  form,  you 
need  only  complete  Boxes  1-5  ond  Box  28  ond  ottoch  it  to  the  first  form. 


A-6 


MAXIMUS 
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MINNESOTA  ASSIGNMENT  OF  BENEFITS  FORM 


ASSIGNMENT  OF  BENEFITS  FOR  PRIVATE  HEALTH  CARE  COVERAGE 


I,  the  undersigned,  wish  to  qualify  for  Medical  Assistance  for  myself  and/or  my  dependents  from  the 
Minnesota  Department  of  Public  Welfare  under  in  Medical  Assistance  Program  (the  Program).  I  understand 
that,  to  the  extent  of  such  assistance  provided,  Minnesota  Law  gives  the  Department  all  of  my  rights  to 
benefits  under  the  terms  of  any  private  health  care  coverage  which  I  have  or  may  have.  I  also  understand 
that  the  Commissioner  of  Public  Welfare  is  empowered  to  accept  from  me  an  assignment  of  my  rights  under 
such  private  health  care  coverage. 

Therefore,  in  consideration  of  any  such  assistance  received  by  myself  and/or  any  of  my  dependents 
listed  below  and  including  any  unborn  children,  I,  the  undersigned,  hereby  assign  and  transfer  to  the 
Commissioner  any  and  all  rights  to  benefits  accruing  to  me  and/or  such  dependents  during  a  period  of  one 
year,  measured  from  the  date  below,  under  any  private  health  care  coverage  which  I  have  or  may  have,  to  the 
extent  of  the  cost  of  care  paid  under  the  Program. 

I  hereby  authorize  payment  to  the  Commissioner  of  any  such  benefits  to  which  I  may  become 
entitled  during  such  period  of  one  year  from  any  provider  of  such  private  health  care  benefits,  to  the  extent 
of  the  cost  o?  care  paid  under  the  Program. 

I  further  authorize  any  person,  physician,  or  other  practitioner  of  the  healing  arts,  hospital,  clinic,  or 
other  medically-related  facility,  insurance  company,  employer,  or  other  organization,  business,  or 
governmental  agency  to  furnish  upon  request  any  and  all  records,  data,  and  information  regarding  my 
health  (including  all  treatment)  and  employment,  and  that  of  my  spouse  and  children,  to  the  Department 
and  the  provider  of  private  health  care  benefits  named  below  bV  the  Department.  A  copy  of  this 
authorization  shall  be  as  valid  as  the  original. 

Medical  and  employment  data  obtained  by  the  Department  of  Public  Welfare  for  payment  for  any 
and  all  medical  care  shall  be  utilized  only  for  the  purpose  of  collecting  your  private  health  care  benefits. 
Utilization  of  such  data  shall  be  effective  November  1,  1975.  This  assignment  shall  terminate  and  become 
invalid  upon  termination  of  your  Medical  Assistance. 

I  further  agree  to  indemnify  and  hold  any  person  or  entity  making  payment  pursuant  to  this 
assignment  harmless  against  all  liabilities,  cost,  or  expenses  incurred  as  a  result  of  such  payment. 


Date   ____________™  Signature 


DPW  use  only 

Provider  of  health  care  benefits: 


Medio!  Assistance  ID  number 


Dependents: 


rz-01933-01 

0PWM833 
(3-7C1 


MAXIMUS 
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NORTH  CAROLINA  MEDICAID  ELIGIBILITY  COMPUTER  INPUT  FORM 


Co.  «• 


COUNTY.  N.C.  DEPARTMENT  OF  SOCIAL  SERVICES 

ELIGIBILITY  DETERMINATION 


°iease  pnm  an  unshaded  areas  on  osgss  1  &  8. 


Case  ' 


Oist.  » 


I     I    I     j         i     I  ! 


Account  » 

Prog.  « 

!   1   1   1   1   1  1 

1 

1.     ELIGIBLE  FAMILY  MEMBERS  (Include  diem  in  First  Blank) 


Application  Date 

Ine.  Review  Date 

Mo. 

Day 

Yesr 

Mo. 

Day 

Yr. 

1 

1 

1 

1 

1 

1 

ACTION  NO. 


715217 


Client  I  0.  No. 


Last  Name 


j    !    I  J    I    !    I    I    I  I 


2.     OASOI  CLAIM  NO 

Give  only  suHis  if  same 


I     I  I 


Suffm 
as  SSN. 


Race |  Sex 


5  Meflicai  Severn!  6.  Disposition 


Mo   ;      Yr       ;  A  ;  B  |    C     |    Mo.  I   Oay  I  Yr. 


i  i 


Liv. 
Arr. 


First  Name.  M.I. 


Emp. 


Vet. 


Eefu. 


Marital 
Stat. 


Birthdate 


Mo.  |  Oay 


Yr. 


Fam 

No. 


Social  Security  No. 


(SSN) 


3.  MARRIAGE 
Date/Place 


7.  Heeltfi 
Insurance 


4.     MARITAL  STATUS  VERIFICATION 


QY„  £ 


□  No 


Policy  # 


8      MAILING  ADDRESS: 

i      1      I  i 


9.  CITY: 

i  I 


STATE 


ZIP  I    10.  PHONF 

MM1 


1 1 .   SUB  PAYEE  NAME  OR  ADDITIONAL  AOORESS 


12.  ALT.  PHONE 


13.  CHANGE  OF  ADDRESS: 


14    DIRECTIONS  TO  HOME: 


15.  BIRTHPLACE 


VERIFICATION  OF  BIRTHDATE 


I 


16    NAME  4  SSN  OF  SPOUSE 


17    RESIDENCE  &  CITIZENSHIP 


DATE  &  METHOD  OF  VERIFICATION 


Yes 

No 

A. 

n 

a 

Mv  home  is  in  North  Carolina 


II  yes.  when 


□      ~   My  spouse  lives  in  the  same  house  with  me 


'8.   RESPONSIBLE  RELATIVE  NAME  &  ADDRESS: 


19    COMMENTS  . 

fJAr\Z  of  ltJjtR.ec>; 


20.  Receipt  of  OASDI/SSI  verified. 
METHOD: 


for  difc»v 


095  21S7(«i-v  9  781     "uatir  Assistance 
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MAXIMUS 
 \ 


Appendix  B: 

FORMS  USED  TO  REQUEST  HEALTH  INSURANCE  REFUNDS 
IN  THE  STUDY  STATES 


[ 


B-l 


MAXIMUS 


B-2 

LETTER  ACCOMPANYING  THE  CALIFORNIA  HEALTH 
INSURANCE  PAYMENT  DEMAND 


STATI  OF  CAlfFOtNIA — HEALTH  AND  WEIFAM  AGENCY 

DEPARTMENT  OF  HEALTH  SERVICES 

7U/744  t  ST*EET 
SACRAMENTO.  CA  93814 


EDMUND  C.  IKOWN  IK.  Cmmw 


Attention:    Claims  Manager 


The  Health  Insurance  Payment  Demand*  (HIPDa)  enclosed  represent  Medi-Cal  (Medicaid) 
paid  health  care  services  provided  to  your  lnsured(s). 

Payment  to  the  extent  of  your  contractual  obligation  is  now  due.    Medi-Cal  should  be 
paid  only  to  the  net  amount  it  has  paid.    This  amount  is  listed  as  Item  "B",  directly 
below  the  service  description.    When  making  a  payment,  please  put  the  patient  Medi- 
Cal  number  and  the  HIPD  number  on  the  face  of  your  check.    Any  additional  obligation 
should  be  paid  according  to  the  terms  of  your  contract. 

The  blue  'State'  copy  of  the  HIPD  should  be  annotated  to  reflect  the  amount  of  payment 
or  the  reason  for  non-liability  for  each  service.    This  copy  should  be  returned  with 
your  payment  and/or  a  completed  HIPD  Processing  Form  (see  enclosure).    We  encourage 
you  to  reproduce  this  form  to  facilitate  HIPD  processing. 

Note  that  the  HIPD  Processing  Form  has  been  revised  to  make  a  distinction  between  group 
and  individual  terminations.    If  your  company  is  no  longer  the  carrier  for  a  particular 
group,  please  indicate  the  date  of  cancellation  and  the  new  carrier,  if  known,  and 
return  the  HIPDa. 

If  other  HIPDs  should  be  redirected,  please  indicate  the  proper  address  to  which  the 
HIPD  should  b«  sent.  Our  files  will  then  be  updated  to  assure  that  future  HIPDs  are 
sent  to  the  proper  location. 

If  unable  to  identify  the  policyholder  as  your  insured,  mark  the  HIPD  "4A"  and  return. 
Indicate  precisely  what  additional  information  is  necessary  to  locate  coverage. 

Any  other  information  which  would  facilitate  future  HIPD  processing,  such  as  group, 
policy  number,  etc.,  which  is  not  listed  on  the  HIPD,  may  be  noted  on  the  HIPD 
Processing  Form,  under  response  5  -  "additional  update  for  your  records". 

The  HIPDs  have  a  'Multiple  Carrier'  field  below  the  policyholder  name.    All  policies 
which  the  recipient  has  reported  are  listed.    This  data  is  provided  for  your  coordination 
of  benefits  with  other  health  coverage  entitlements,  if  any. 

If  you  have  any  questions,  you  may  write  u*  at  the  address  below  or  call  us  for 
assistance  at  (800)  952-5294  or  (916)  924-2383. 

We  appreciate  your  cooperation. 

Sincerely, 


Sandra  Britton,  Chief 

Health  Insurance  Collections  Program 


Reply  to: 

Recovery  Section 
P.  0.  Box  671 
Sacramento,  CA  95807 


HUB  56  (4/80) 

 —  J 
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MAXIMUS 
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CALIFORNIA  PROCESSING  FORM  FOR  THE  HEALTH 
INSURANCE  PAYMENT  DEMAND 


Oapartmmt  of  Heaitn  ttnrtfm 


HEALTH  INSURANCE  PAYMENT  DEMAND 
(HIPO)  PROCESSING  FORM 
(St*  Instructions  on  reverse  sltto) 


Medi-Cal  Beneficiary  (Patient  Name):. 


Return  to: 

RECOVERY  SECTION 
Post  Office  Box  671 
Sacramento,  CA  95807 


Medi-Cal  No.. 


HIPO  Billing  Date  (Upper  Rlghthand  Comer  ol  HIPD):  

□  1.  The  enclosed  check (s)  for  $  represents  payment  of  our  liability  under  this  policy. 

For  any  charges  considered  ineligible,  see  below. 

'   !  2.  Charges  previously  considered  (additional  space  on  reverse  side). 


Payee  . 
Address . 
Payee 
Address . 


Amount  % 


Date 


Date(s)  of  service 
Amount  $  


Date 


Date(s)  of  service 


3.  Charges  do  not  quality  for  payment  because: 

i  a.  Individual  not  covered  on  date  of  service.  Coverage  date 


r~"!  b.  Group  not  insured  on  date  of  service.  Coverage  date 
Liable  carrier   

■  |  c.  Patient  not  a  covered  dependent  on  date  of  service. 
Explanation   — 


f"*|  d.  Service  is  not  a  covered  expense  under  the  policy. 

□  e.  Maximum  benefit  of  $   —  per  exhausted. 

rj  f.  Charges  do  not  exceed  policy  deductible  which  is  $  

■H  g.  Other  (specify) 
4.  HIPD  processing  has  been  delayed  because: 

a.  Unable  to  identify  individual/group  as  our  insured.  We  need: 

[j  b.  Dual  coverage  indicated.  We  need: 

r~j  c.  We  need  additional  information  on  an  atypical  service  (specify). 


.per   


■  to 


□  <J.  Other  (specify). 
5.  Additional  update  for  your  records: 


processed  mr 

ICOMPANYI 

lAOJUSTCft) 

PMONC  NUMBER 

1  ) 

neuD  OFFICE  LOCATION 

DATE  PROCESSED 

PLEASE  RETURN  A  COPY  OF  THE  HIPD  WITH  THIS  FORM 
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MAXIMUS 


B-3 
(continued) 


INSTRUCTIONS 


General: 

25?  ?«*«>«*on  of  •,ch  in  *•  "INSURANCE  PAID  AMOUNT*  column  of  the  HIPO.  If  tht  chara.  is 

E£  T         **  r°Unt  »ll0S^  •«*  »rvice  ium.  If  the  ch.ro.  ha,  bJ ,  pmSLj  Sd 

£££  Ilr"^1      ^  ind|PWide  ?avment  inf0"n«i0"  "2"  «•  *•  to  o?  thi.  form.  T^char^  t 

rejected,  .nter  the  .ppropnra  explan.oon  («*.  "3.",  "3b",  etc).  Do  not  hesitate  to  writ,  on  the  HIPO. 

In  addition,  check  the  appropriate  box'es)  on  the  face  of  the  HIPD  Processing  Form. 

3a.     Policy  identified  but  insured  not  covered  on  date  of  service.  If  Mailable  provide  coverage  dates. 

^    225^^  M  Cew,rwl  lf  **  WW  <or  noncov.rage:  «.WvU„.  ov.r.ge  child. 

3d.    Noncoversd  expenses  (e.g.,  dental  services,  eye  glasses,  hearing  aids). 

3s.     Policy  limits  have  been  paid  on  previous  charges.  Indicate  if  policy  limits  are  per  condition,  per  lifetime,  etc. 

31    ^•^c!xIp8Me*  d0  ftot  »«*°  P01^  -toAictibJa  and  indicate  amount  of  the  deductible.  Be  sure  to  note  if 
detail  "F   lists  a  pstientpaid  deductible. 

3g,     Explain  any  other  reason  why  you  are  denying  benefits, 

^    JSHJS  S£?  $i8°ifiMnt  inWKi0n  V0U  ""-  l°  id#ntify  y0Ur  '«•»-.  P«X*V  number,  group 

4h.    Request  additional  information  on  any  situation  involving  multiple  entitlements  (e.g..  insurance  carrier  workers' 

compensation,  torts).  ' 

4c    Rkqutst  any  specific  information  about  an  atypical  service  which  will  enable  you  to  establish  contractual  liability 
(8.0.,  diagnosis,  medical  necessity,  etc.). 

4d.    Request  any  other  information  needed  to  properly  process  the  HIPD. 

5,      Use  this  space  to  provide  State  with  additional  information  to  facilitate  billings  (e.g.,  policy  number  branch 

code,  identification  number). 


REMARKS 
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B-5 

MINNESOTA  HEALTH  INSURANCE  CLAIM  FORM 


HEALTH  INSURANCE  CLAIM  FORM  -  BENEFIT  RECOVERY  .  DEPT.  OF  PUBLIC  WELFARE  op«-,.a. 


DATE  OF  B6WTH 


I 


D 


PATIENTS  MEDICAL  ASSISTANCE  NUMBERi 


□ 


ADMISSION  DATE 


OISCHARGS  DATE 


flVE  NUMBER 


REFER  TO  ATTACHMENTS  FOR  FURTHER  INFORMATION  ON  THE  INSURED 


referring  ©hysiCian 


INSURANCE  INFORMATION 


J  L 


OlACNOSIS 


SECONDARY  DIAGNOSIS 


INOUIRlES  Oh  CLAIM 
may  BE  DIRECTED  TO: 

Department  a*  Public  Wallet* 

Benefit  Recovery  Unit 

Bo«  30199  ' 

Si.  Phi,  Mn.  55175 
Pfcene:  612-296. 


SERVICE  PATEIS) 

I  Irof 


PLACE  PROCEOURE 
]      □  1 


UNUSUAL 
SERVICE 


UNITS 'DAYS         DIAGNOSIS  CHARGE 

LZZD     CZZD  LZZI 


PROCEDURE  DESCRIPTION  Q»  DRUG  SUPPLY  NAME 


REASON  FOR 

CLAIM  DISALLOWANCE: 


SERVICE  D  A  TE1SI    PL  ACE  PROCEDURE 

,  I  ItqI  I  0  I 

2       PROCEDURE  DESCRIPTION  OR  DRUG.  SUPPLY  NAME 


UNUSUAL 
SERVICE 

□ZD 


UNITS  DAYS  DIAGNOSIS  CHARGE 


SERVICE  DATElSI 


PLACE  PROCEDURE 


UNUSUAL 
SERVICE 


UNITS. Days        Diagnosis  charge 


T0[ 


D 


PROCEDURE  DESCRiRTIQN  OR  DRUG  SUPPLY  NAME 


DATE: 


SEPViCE  DATElSI 


PLACE  PROCEDURE 


units 'DAYS        diagnosis  Charge 


□ 


J  REMITTOR: 


4      procedure  description  OR  DRUG  SUPPLY  name 


SERVICE  DATElSI 

r  |to| 


place  procedure 

]  0  i 


unusual 

SERVICE  UNITI.DAYS        diagnosis      Charge  DEPOSIT  CODE: 


3  C=3  C 


procedure  description  or  drug  'supply  name 


SERVICE  DaTEIS' 

i  iT°r 


PL«CE  PROCEDURE 

3  □  I 


UNUSUAL 

SERVICE  UNITS  DAYS         DIAGNOSIS      C»  ARCE 

CZD      CZZ3     CZD  CZ= 


AMOUNT  RECEIVED: 


PROCEDURE*  DESCRIPTION  OR  QRUG  SUPPLY  NAME 


SERVICE  DATE-SI 


]TOr 


PLACE  PROCEDURE 

□  i  : 


UNUSUAL 

SERVICE 


AMOUNT  DUE 

UNITS 'DAYS         DIAGNOSIS      CHARGE  PROVIDER: 


PROCEDURE  CESCR'PTIQN  Q«  DRUG  'SUPPLY  NAME 


PROCEDURE  -ESCR'PTICN  CR  0"t'  G  'SU  »~*L  y  name 


INSTRUCTIONS.  CCCE 
DESCRIPTIONS  ON  BaCK 

T         I  MA 

ODD 


CONTnoi.  NUuflCH 


•  eso<j*ccs 


AMOUNT   f*0.  »Y  MA 


CESTiriCAT.OH  $TATE*«*EHT 

1 »  is  *e  ct«*,'»  -«•■•  CkAiM  eo*§*"»v*t»  » 

*««-ita*  »e«  ■ii»»»»t(  it*i»  *t  &e**<tc»  "evicts 
»e«  *ut  »*id  *o»  c-  ftc»«..«  *e^«  i«av*tt  '-t 
*  * .  c  «■■  wt:>(4.  Aftt'iT*«cc  »>o(*r-p,  ;(iA»T«i«»  or 

»dB.(    Rtk'*»C.  I*  **  1  C»  wn.-.ue1'*.     SCu.CC'O*  is 


SEN D  REMITTANCE  TO: 

^•i»i«t*>i  a*  Peelie  Rett'ewe 
Few""  Fleer  Centennial  fcWilcine 
ATTN-  CaiK.n 
St.  Pa«I.  MN  55155 


B-9 


MAXIMUb 


r 


B-5 
(Continued) 


THIS  FORM,  AND  THE  ACCOMPANYING  ASSIGNMENT  OF  BENEFITS  FORM  AND  INSTRUCTION  SHEET,  CON- 
STITUTE A  CLAIM  FOR  INSURANCE  BENEFITS  ON  BEHALF  OF  THE  NAMED  RECIPIENT,  (YOUR  INSURED 
OR  DEPENDENT  Or  YOUR  INSURED),  FOR  MEDICAL  SERVICES  RECEIVED. 

WHEN  PROCESSING  THIS  CLAIM,  THE  FOLLOWING  GUIDELINES  SHOULD  BE  OBSERVED: 

1.  All  correspondence  or  telephone  inquiries,  (address  and  telephone  number  listed 

on  reverse  side),  must  refer  to  the  File  Number,  (found  in  top  right-hand  corner  of 
claim. 

2.  All  drafts  or  disallowances  must  include  the  File  Number,  (found  in  top  right-hand 
corner  of  claim). 

3.  All  drafts  should  be  made  payable  to  the  Department  of  Public  Welfare. 
THE  FOLLOWING  IS  AN  EXPLANATION  OF  CODES  USED  TO  DESCRIBE  SERVICES  RENDERED: 


1.  ALL  DIAGNOSIS  CODES  ARE  FROM  THE  H-ICDA  COOE  SERIES. 

2.  PLACE  CODES. 

A.    Place  Codes,  (all  services  except  B. 
Medical  Transportation). 


Destination  Codes,  (Medical  Trans- 
portation Only). 


1 "Office 
2=Homs 

3=In-Patient  Hosp. 
4=Cut-Patient  Hosp. 


5=Public  Clinic 
6=Nursing  Home 
7=Ind.  Lab. 
8=0ther 


1 "Patients  Home 
2=In-Patient  Hosp. 
3"0ut-Patient  Hosp. 
4=Nursing  Home 
5"lnd.Lab/X-Ray  Serv. 


6=Clinic/Phy.0ff. 
7=Dental  Office 
8"0ther  Prac.Off. 
9«Other 


UX'S'JAL  SERVICE  CODES. 

A.    Practitioner  Services. 


A  c?rof.  Com?. 

B  "Reduced  Service 

C  'Unusual  Service 

C] "Blood  Drawn  Lab 

C2=Blood  Drawn  Bedside 

C3=Ad:ninistration  Charge 

D  -Reference  to  Outside  Lab. 

E  "Multiple  Physicians 

F  "Repeat  Procedure  Same  Phy. 

G  =Repeat  Proced.-Diff .  Phy. 

H  =Anesthesia 

J  "Anesthesia  by  Surgacn 


K  =Multiple  Procedures 

L  "Follow-up  Only 

M  "Two  Surgeons 

N  "Co-Surceons 

Q  -Assistant  Surgeon 

S  "Complications* 

.V  "Early  Periodic  Screening 

W  =F»r.ily  Planning 

Z  "Multiple  Modifiers 

1  "Restorative  Services 

2  "Preventative  Services 


B.  Medical  Transportation. 
l=Emergency  Land  Vehicle. 
2=»on-emergency  Land  Vehicle. 
3f Emergency  Air  Vehicle. 
4=iNon-eaergepcy  Air  Vehicle. 
5"Emercency  Water  Vehicle. 
6=Non-emercency  Water  Vehicle. 

C.  Dental  Services:   All  Cedes  for 
cental  services  show  the  American 
Cental  Association,  (ADA),. Tooth 
Code.  See  chart  below. 


CODES  FOUKD  IS  LMITS  BLOCK. 

1.  Anesthesia:   one  unit  »  15  minutes. 

2.  Blood:    one/unit  «  1  pint. 

3.  Miles:    one  unit  e  1  mile. 
n.  Days:   one  unit  ■  1  day. 

5.  Visits:    one  unit  *  1  visitor. 

5.  P.sych.  Care:    one  unit  ■  1  hour. 


5.    RELATIONSHIP  TO  INSURED. 


1.  Self 

2.  Spouse 


3.  Daughter 

4.  Son 


!ther 


l  AMU 

>£l    g>C  H<=  14^ 


^—,X  "*4**4  lt"T-"t 

=0.»  '«=?  »  e  IMS* 


B-IO 


MAXIMUS 


r 


B-6 

NORTH  CAROLINA  PROVIDER  INSURANCE  INQUIRY  LETTER 


Please  complete  this  form  then  return 


R£:  Recipient: 

Medicaid  ID  No. 


Date  Paid  by  Medicaid :_ 
Medicaid  Claim  No.: 


DIVISION  OF  MEDICAL  ASSISTANCE 
THIRD  PARTY  RECOVERY  SECTION 
336  FAYETTEVILLE  STREET  MALL 
RALEIGH,  NORTH  CAROLINA  27601 

DATE: 


Date(s)  of  Service:  _____ 
Medical  Record  No.:  < 
Amount  Paid  by  Medicaid: 


Third  Party  Indicators:  Third  party  involvement  indicated  by: 

State  provided  eligibility  file  indicates 
Health  Insurance.  (Complete  Section  A  Below) 

The  claim  you  filed  indicated  an  Insurance  Payment  had  been 
made.    Please  indicate  !the  source  of  payment  


The  claim  you  submitted  indicates  patient  may  have  been  involved 
in  an  accident  which  may  be  covered  by  Auto,  School,  Workmen's 
compensation,  etc.  Insurance.    (Complete  Section  B  below) 


REQUESTED  THIRD  PARTY  FILING  INFORMATION** 


SECTION  A: 


1.  Did  you  file  a  claim  with  a  health  insurance  carrier?  Yes 

2.  Name  of  Health  Insurance  carrier:  

Policy  no:  •  Certificate  No: 

3.  What  was  the  result  of  your  filing?  Paid  

4.  Amount  Paid  by  Health  Insurance-carrier:  S 

5.  Amount  Paid  by  Medicaid:  $ 


No 


Denied 


6.  Send  Refund  Check  for  the  lesser  of  amounts  shown  on  lines  4  &  5. 
SECTION  B: 

1.  How  did  this  accident  occur?    Uuto,  school,  home,  etc.) 

2.  Have  you  determined  the  name  of  Liability  Insurance  carrier!  YeT 

3.  Have  you  received  request  for  bill?   Yes     |  No  

4.  If  Yes:    From  Attorney   Insurance  Carrier   

5.  Name*  and  Address  of  Insurance  Carrier  


No 


Claim/Policy  No.  if  known 
6.    Name  and  Address  of  Attorney: 


7.    Amount  Paid,  if  any  5 


Medicaid  Payment  % 


8.    Please  refund  the  lesser  amount  shown  on  Line  7. 
REFUND  METHOD: 

All  refund  checks  must  be  payable  to  the  Division  of  Medical  Assistance 
and  sent  to  the  Third  Party  Recovery  Section  at  the  address  shown  above. 

ATTACHMENTS: 

Please  attach  a  copy  of  this  forr.  to  your  refund  check  or  denial. 
Provider  Signature  Title_  Date 
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Appendix  C: 
CALCULATION  OF  THE  TPL  COLLECTIONS  RATIOS 
FOR  STUDY  STATES 
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CALIFORNIA 


TPL  COLLECTIONS  DATA 


1.    Sources:     Exhibit  C-2 


Exhibit  C-3 


Department  of  Health  Services,  Recovery 
Section,  Post  Payment  Medi-Cal 
Collections,  March  31,  1980, 

California  Department  of  Health  Services, 
Recovery  Section,  Pre-Payment  Medi-Cal 
Program  Offsets,  FY  78/79. 


2.  Time  Frames:    Exhibit  C-2:    July  1979-March  1980;  9  months 

Exhibit  C-3:    July  1978-June  1979;  12  months 

3.  Recipients  Included:    Title  XIX  plus  non-matching 


4.     Classification  Crossover: 

TPL  Utilization  Ratio 
Category  

Provider  Collections 


California  Report 
Category  

Exhibit  C-3,  "Other 
Insurance  Payments 
to  Providers" 
multiplied  by  75% 


Amount 


$33,908,630 


Estimated  Avoidance 


None 


Health  Insurance 
Recoveries 


Exhibit  C-2,  Current 
FYTD,  "Total  HIC 
Program" 


5,550,765 


TOTAL  HEALTH  INSURANCE 
COLLECTIONS 


None 
(Sum  of  above) 


39,459,395 


Casualty  Recoveries 


Exhibit  C-2,  Current 
FYTD,  "Total  CIC 
Program" 


8,849,599 


MAXI MUS 


r 


TPL  Utilization  Ratio 
 Category  

Medicare  Recoveries 


CALIFORNIA 
(continued) 

California  Report 
Category  

None 


Amount 


Responsible  Relative 


Exhibit  C-2,  Current 
FYTD,  "Paternity" 


54,886 


TOTAL  TPL 


Sum  of  above 


$48,363,880 


B.     MEDICAL  VENDOR  PAYMENTS 


1.     Source:    Prepared  by  the  California  Department  of  Health  Services, 
Center  for  Health  Statistics,  at  MAX I MUS  request. 


2.    Time  Frame:    October  1979-June  1980;  9  months 


3.    Recipients  Included:    Title  XIX  plus  non-matching 


4.  Computation: 

Reported  Vendor  Payments 
excluding  PHP  enrol lees 

Total  TPL  Collections: 

Adjusted  Total  Medical 
Vendor  Payments: 


$2,305,949,355 
+  48,363,880 

$2,354,313,235 


C-3 


MAXIMUS 


C-2 

CALIFORNIA  RECOVERY  SECTION  SUMMARY  REPORT  ON  CURRENT  YEAR  COLLECTIONS: 


JULY  1979  -  MARCH  1980 


DEPARTMENT  OF  HEALTH  SERVICES 

RECOVERY  SECTION 

POST  PAYMENT  MEDI-CAL  COLLECTIONS 

MARCH  31, 

1980 

PROGRAM   ~~~ 

CURRENT 

LAST 

PERCENT 

 "  PERIOD 

FYTD 

FYTD 

CHANGE 

Automated  Billings 

5,000,033.15 

4,497,783.60 

11.2 

Manual  Billings 

160,228.91 

181,194.13 

(  11.6) 

Provider  Overpayments  * 

319,164.51 

480,914.64 

(  33.6) 

Beneficiary  Overpayments  * 

100,216.43 

132,965.70 

(  24.6) 

Plus:  Retains 

1,844.78 

1,431,95 

28.8 

Less :  Refunds 

30,723.07 

19,089.25 

60.9 

TOTAL  HIC  PROGRAM 

5,550,764.71 

5,275,200.77 

5.2 

MIO/TPL  Unit 

T   ftftft  fin 

A    ACA    QIC  f%(\ 

(  12.7) 

CIC  Unit 

S, 016, 493. 67 

0.00 

100.0 

Field  Referrals  * 

45,826.37 

144,035 .31 

(  68.2) 

Plus :  Retains 

59.88 

0.00 

100.00 

Less :  Refunds 

101,074.11 

0.00 

100.00 

TOTAL  CIC  PROGRAM 

8,849,598.81 

4,598,976.91 

92.4 

Paternity 

54,886.11 

14,463.58 

279.7 

Probate 

79,973.13 

93,844.84 

(  14.8) 

Investigations  * 

391,274.54 

343,501.65 

13.9 

Provider  Overpayments  * 

75,397.81 

47,482.89 

58.8 

Beneficiary  Overpayments* 

142,535.29 

115,432.73 

23.5 

Voluntary  Payments 

351,535.64 

77,996.21 

350.7 

Cost  Audits  * 

65,186.74 

S7.97S.08 

12.3 

AG  Referrals 

23.867.7S 

13,183.77 

81.0 

PHPs 

14,021.70 

13,760.26 

1.9 

Controller  Referrals 

2,595.28 

0.00 

100.0 

SURS  * 

162,399.70 

97,048.22 

67.3 

Governmental 

128,017.50 

55,107.17 

132.3 

All  Others 

10,791.29 

57,618.18 

(  81.3) 

Plus:  Retains 

25.96 

38.08 

(  31.6) 

Less:  Refunds 

4,215.55 

35,844.37 

(  88.2) 

TOTAL  GENERAL  PROGRAMS 

1,498,292.91 

951,578.29 

57.5 

TOTAL  ALL  PROGRAMS 

15,898,656.43 

10,825,755.97 

46.9 

•  Includes  offsets  by  Fiscal 

Intermediary  at  Recovery  Section  request. 
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MICHIGAN 


A.     TPL  COLLECTIONS  DATA 


1.    Sources:     Exhibit  C-4:    Michigan  TPLD  Comparative  Collections  Report 


2.    Time  Frame:    October  1979-March  1980;  6  months 


3.     Recipients  Included:    Title  XIX  only 


4.    Classification  Crossover: 

TPL  Utilization  Ratio 
 Category  

Provider  Collections 


Estimated  Avoidance 


Michigan  Report 
Category 

Cost  Saved 


Cost  Avoidance 


Amount 
$  7,491,004 

5,065,502 


Health  Insurance                 HI  and  PPBs  677,550 

Recoveries                                 +  + 

County  Refund  not 

Identified  2,192 

+  + 

Long  Term  Care  57,293 

+  + 
*2  Blue  Cross 

Litigation*  653,502 

+  + 
Footnote  2,  Mental 

Health  Facilities  2,876,271 


TOTAL  HEALTH  INSURANCE  None 
COLLECTIONS  (Sum  of  above)  16,823,314 


Casualty  Recoveries  1,291,902 


♦estimate  of  potential  collections  if  BCBS  were  processing 
ongoing  claims 
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TPL  Utilization  Ratio 
 Category  

Medicare  Recoveries 


MICHIGAN 
(continued) 

Michigan  Report 
Category 

Oral/Medicare 


Amount 


427,631 


Responsible  Relative 
TOTAL  TPL 

MEDICAL  VENDOR  PAYMENTS 


Support /Paternity 
+ 

Friend  of  the  Court 
(Sum  of  above) 


220,093 
+ 

486,775 
$19,249,715 


1.    Source :    U.S.  Department  of  Health  and  Human  Services,  Health  Care 
Financing  Administration,  Bureau  of  Quality  Control, 
Medicaid  Quality  Control  Report  for  the  Periods  April- 
September  1979,  July-December  1978,  HCFA-80  -  4  0  003 , 
Baltimore,  Maryland,  1980,  p.  34. 


Time  Frame:    April  1979-September  1979;  6  months 


3.     Recipients  Included:    Title  XIX  only 


4.     Computation : 

Medical  Vendor  Payments: 
Total  TPL  Collections: 

Adjusted  Total  Medical  Vendor 
Payments : 


$  559,000,000 
+  19,249,715 

$  578,249,715 
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C-4 

MICHIGAN  TPLD  COMPARATIVE  COLLECTIONS  REPORT 


PRODUCTIVITY  COMPARISON 

Resource  Tvpe 

Throuoh  March  '79 

Throuqh  March  '80 

a 
to 

Inc. 

Casualty 

S  1 ,01Z, 0/4.89 

+  28% 

HI  and  PPBs 

181,718.87 

677,550.01 

+273% 

Probate 

121,166.35 

32,848.20 

-  73% 

Support/Paternity 

219,746.48 

220,092.70 

0 

Oral /Medicare 

^rtft    CCD  QO 

309,330.99 

i?7  fi^n  P.O. 

+  38% 

Cost  Avoidance 

2,228,501.03 

5,065,502.47 

+127% 

7,130,483.48 

7,491,003.70 

+  5% 

County  Refunds  not  Identified 

15,591.13 

2,192.17 

-  99% 

Long  Term  Care 

0 

57,293.02 

General  Assistance 

0 

69.46 

Sub  Total 

11,219.441.21 

15,266,084.18 

+  36 

Friend  of  the  Court 

241,092.93 

486,775.09 

+102 

Blue  Cross  Litigation 

0 

1,307,003.31 

TOTAL  PROGRAMS2 

11,460,534.14 

17,059,862.58 

+  49 

TPL  Master  Bank 

197,497 

227.400 

+  15 

Cost  Benefit  Ratio 

1:10.6 

1:28.6 

Lack  enabling  legislation 
2  Figures  do  not  include  52,876,270.99  in  adjustments  to  Mental  Health  faciliti 
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MINNESOTA 


A.    TPL  COLLECTIONS  DATA 


1.  Sources :  Exhibit  C-5:  Medicaid  Adjustment  Reports:  October  1979 
through  March  1980;  "Third  Party  Collections'*  Section, 
"Net  Amount"  Column. 


2.    Time  Frame:    October  1979-March  1979;  6  months 


3.    Recipients  Included:    Title  XIX  only 


4 .    Computation  Note: 


a  minus  sign  after  the  net  amount  entry  in  the 
report  denotes  recovery  while  no  sign  indicates 
payment.    Sums  of  the  six  reports  are  listed 
below .. 


5.    Classification  Crossover: 


TPL  Utilization  Ratio 
 Category  

Provider  Collections 


Minnesota  Report 
Category 

Upper  left  corner, 
amount  circled  and 
marked  "TPL" 
+ 

Health  Insurance 
Recovery  (Prov) 
+ 

Other  Third  Party 
(Provider) 


Amount 

$  2,108,660 
+ 

508,057 
+ 

33,841 


Estimated  Avoidance 


None 


Health  Insurance 
Recoveries 


Health  Insurance 
Recovery  (BRU) 


1,044,851 


TOTAL  HEALTH  INSURANCE 
COLLECTIONS 


None 

(Sum  of  above) 


3,697,747 
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TPL  Utilization  Ratio 
 Category  

Casualty  Recoveries 


MINNESOTA 
(continued) 

Minnesota  Report 
Category 

Workman's  Compensation  * 
Recovery 

+ 

Auto  Insurance 
Recovery 

+ 

Tort  Recovery 


Amount 

15,058 
+ 

168,001 
+ 

302,182 


Medicare  Recoveries 


None 


Responsible  Relative 


Court  Support  Unit 
Coll 


65,707 


TOTAL  TPL 


(Sum  of  above) 


$  4,246,367 


B.     MEDICAL  VENDOR  PAYMENTS 


1 .  Source 


U.S.  Department  of  Health  and  Human  Services,  Health  Care 
Financing  Administration,  Bureau  of  Quality  Control, 
Medicaid  Quality  Control  Report  for  the  Periods  April- 
September  1979,  July-December  1978,  HCFA-80-40003, 
Baltimore,  Maryland,  1980,  p.  34. 


2.    Time  Frame:    April  1979-September  1979;  6  months 


3.     Recipients  Included:   Title  XIX  only 


Computation: 

Medical  Vendor  Payments: 
Total  TPL  Collections: 

Adjusted  Total  Medical  Vendor 
Payments : 


$  246,000,000 
+  4,246,367 

$  250,246,367 
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C-5 

MINNESOTA  MEDICAID  ADJUSTMENT  REPORTS  FOR 
OCTOBER  1979  THROUGH  MARCH  1980 
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MAXIMUS 


NORTH  CAROLINA 

A.     TPL  COLLECTIONS  DATA 

1.  Source:    Exhibit  C-6:    Third  Party  Recovery  Activity  Report  for 

Month  of  March  1980,  Sections  3.B-3.D, 
Shaded. 

2.  Time  Frame:    July  1979-March  1980;  9  months 

3.  Recipients  Included:    Title  XIX  only 

4 .  Classification  Crossover: 

TPL  Utilization  Ratio 
 Category  

Provider  Collections 

Estimated  Avoidance 
Health  Insurance 

TOTAL  HEALTH  INSURANCE 
COLLECTIONS 

Casualty  Recoveries 


North  Carolina  Report 

 Category   Amount 

Section  3.B,  "Health 

Insurance     (Cost  $  3,189,634 

Avoidance)  " 


None 


Section  3.D(l)(b) 

"Refunds,  State  TPR  1,349,129 

Staff,  Health 

Insurance"    and  + 
Section  3.D(2), 

"Refunds  Sent  to  464,637 
EDS-F" 


None 

(Sum  of  above)  5,003,400 


Section  3.D(l)(c)  424  46g 

"Casualty  Insurance" 


C-18 


MAX1MUS 


r 


TPL  Utilization  Ratio 
 Category  

Medicare  Recoveries 


NORTH  CAROLINA 
(continued) 

North  Carolina  Report 
 Category  

Section  3.D(1) (a) 
••Medicare" 


Amount 


210,165 


Responsible  Relative 


TOTAL  TPL 


Section  3.D(l)(d) 
"Responsible  Relative" 

(Sum  of  above) 


9,225 
$  5,647,258 


B.    MEDICAL  VENDOR  PAYMENTS 

1.  Source:     Prepared  by  the  Division  of  Medical  Assistance  at  MAXIMUS 

request . 

2.  Time  Frame:    July  1979-March  1980;  9  months 

3.  Recipients  Included:    Title  XIX  only 


4 .    Computation : 

Reported  Vendor  Payments : 
Total  TPL  Collections: 

Adjusted  Total  Medical  Vendor 
Payments : 


$  260,222,213 
+  5,647,258 

$  265,869,471 
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C-6 

NORTH  CAROLINA  TPRS  ACTIVITY  REPORT 
FOR  MARCH  1980 


DIVISION  OF  MEDICAL  ASSISTANCE 
THIRD  PARTY  RECOVERY  SECTION 

THIRD  PARTY  RECOVERY  ACTIVITY  REPORT  FOR  MONTH  OF  MARCH, 
Annual  Goal  -  FY  '80 


1980 


A.  Medicare 

B.  Health  Insurance 

(Cost  Avoidance) 

C.  Refunds   (All  Classes  TPR) 

D.  Total  Annual  Goal 


Monthly  Activity 

A.     Medicare  Crossover* 

(1)  Medicare  -  A 

(2)  Medicare  -  B 
Health  Insurance 

(Cost  Avoidance) 
Total  Cost  Avoidance 
(Crossover  &  Health 
Refunds 


Insurance) 


(1) 


(b) 
(c) 
vd) 
(e) 


(2) 
(3) 


State  TPR  Staff 
(a)  Medicare 

Health  Insurance 
Casualty  Insurance 
Responsible  Relative 
Total  Refund 
State  Staff 
Refunds  Sent  to  EDS-F  II 
Total  Refunds  -  State  Staff 
&  EDS-F 

E„     Total  Crossover,  Cost  Avoidance 

Refunds 

F.  Monthly  Goal 

(1)  Medicare  Crossover 

(2)  Health  Insurance 

(Cost  Avoidance) 

(3)  Refunds 

(4)  Total 

G.  Difference   (+)  or   (-)    to  Monthly 

(1)  Medicare  Crossover*  {-)2 

(2)  Health  Insurance 

(Cost  Avoidance)  (+) 

(3)  Refunds  (_) 

YTD  Activity  -  FY  '80 


-0- 
-0- 

577,653. 


60,205. 
221,742. 
46,280. 
871. 


2,803,333. 

291,667. 
250,000. 

Goal 
,803,333. 

285,986. 
127,591. 


A.  Medicare  Crossover 

(1)  Medicare  -  A 

(2)  Medicare  -  B 

B.  Health  Insurance 

(Cost  Avoidance) 


-0- 
-0- 

3,189,634. 


25,000,000. 

3,500,000. 
3,000,000. 


31,500,000. 


577,653. 


329,098. 
48,493. 

377,591. 


955,244. 


2,625,000. 
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C-6 

NORTH  CAROLINA  TPRS  ACTIVITY  REPORT 
FOR  MARCH  1980 
(continued) 


E. 
F. 


Total ' Crossover  &  Cost  Avoidance-YTD 
Refunds 

(1)     State  TPR  Staff 

(a)  Medicare 

(b)  Health  Insurance 

(c)  Casualty  Insurance 

(d)  Responsible 

Relative 

(e)  Total  Refunds 
State  Staff 

Refunds  Sent  to  EDS-F** 
Total  Refund s-State  Staff 
Total  Crossover,  Cost  Avoidance 
Annual  Goal  YTD-FY  '80 

(1)  Medicare  Crossover 

(2)  Health  Insurance 
(Cost  Avoidance) 

Refunds 
Total 


(2) 
(3) 


(3) 
(4) 


210,165. 
1,349,129. 
424,468. 

9,225. 


&  EDS-F-YTD 
&  Refunds-YTD 

20,189,997. 

2,625,003. 
2,250,000. 


'3,189,634. 


1,992.987. 

464,637. 
2,457,624. 


5,647,258. 


Difference  (+)  or  (-)   to  Annual 

(1)  Medicare  Crossover* 

(2)  Health  Insurance 

(Cost  Avoidance) 

(3)  Refunds 

(4)  Total 


Goal  YTD-FY  '80 
(-) 20,189,997. 


25,065,000. 


(+) 
(+) 


564,631. 
207,624. 


(-) 19,417,742. 


4.     Other  Collections   (overpayment,  errors  in  billing,  etc.)  by  State  Staff 


A.  Other  collections  this  month 

B.  Other  collections  YTD-FY  '80 


211,920. 
1,067,506. 


5.  TPR  Refunds  &  Other  Collections-State  Staff 

A.  Collections  this  month  541,018. 
3.     Collections  YTD-FY' 80  3>06o'494.* 

6.  Total  of  Amount  in  No.  5B  above  dispositioned  and 

returned  to  program 

7.  TPR  Caseload 


2,546,275. 


A.  Pending  February  29,  1980 

B.  Opened    March,  1980 

C.  Closed    March,  1980 

D.  Pending   March  31,  1980 


796 
100 
74 
822 


Note  1-Effective  July  1,  1979,   the  TPL  suspect  report  furnished  by  EDS-F 

failed  to  show  Medicare  Crossover.  They  are  working  on  this  problem 
and  hope  to  have  it  cleared  up  in  the  near  future. 


Note  2-These  are  refunds  sent  directly  to  EDS-F  and  verbally  identified  as 
TPR  refunds.  To  date,  these  funds  have  not  been  dispositioned  back 
the  program. 
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Appendix  D: 
STUDY  STATE  TPL  RECOVERY  UNIT 


BUDGET /COST  DATA 


D-l 

CALIFORNIA  RECOVERY  SECTION  BUDGET  FOR 


JULY  1979  THROUGH  JUNE  1980 


DEPT.  OF  HEALTH  SERVICE 
SEPT.  3C,  1979 


APPROVED 
BUDGET 
CURRENT-YEAR 


EXPENDITURES 
CURRENT 
YEAR 


UNLIQUIDATED 
ENCUMBRANCE 


UNENCUMBERED 
BALANCE 


MEDI-CAL  DIVISION  C80S)  ITEM  257 

RECOVERIES  SECTION  -  HEADQUARTERS 
(805-250) 

PERSONAL  SERVICES 


01-00  5ALARl£i>  AND  nAUro 

1         raa.  nn 

267  479  57 

.00 

901,364.43 

05-00  TEMPORARY  HELP 

4,500.00 

nn 

.00 

4,500.00 

SALARY  SAVINGS 

.00 

nn 

.  00 

.00 

07-01  SALARY  SAVINGS 

38,580.00- 

nn 

•  UU 

.  00 

38  580  00- 

07-02  SALARY  SAVINGS  C27.2) 

.00 

nn 

fin 

.00 

TOTALS  SALARY  SAVINGS 

38,590.00-* 

nn* 

nn* 

xr  ^ro  no-* 

08-00  STAFF  BENEFITS 

328,825.00 

f  0    f\A  ft  HQ 

/O , U4u. 00 

nn 

■yen  7R/1  i  ? 

TOTALS,  PERSONAL  SERVICES 

1,458,589.00 

340,520.45 

.00 

1,118,068.55 

OPERATING  EXPENSE 

14-00  GENERAL  EXPENSE 

11,318.00 

730.30 

.00 

10,587.70 

15-00  PRINTING 

1,438.00 

.00 

210.00 

1,228.00 

16-00  DATA  PROCESSING 

89,341.00 

.00 

.00 

89,341.00 

COMMUNICATIONS 

.00 

.00 

.00 

.00 

17-01  COMMUNICATIONS 

.00 

.00 

.00 

.00 

17-02  COMMUNICATIONS-POSTAGE 

METER  RENT 

.00 

.00 

.00 

.00 

TOTAL  COMMUNICATIONS 

.00* 

.00* 

.00* 

.00* 

19-00  TRAVEL  IN-STATE 

14,404.00 

999.97 

.00 

13,404.03 

20-00  TRAVEL  OUT-OF-STATE 

65.00 

.00 

.00 

65.00 

TRAINING 

.00 

.00 

.00 

.00 

23-10  IN-SERVICE  TRAINING 

1,326.00. 

.00 

.00 

1,326.00 

TOTALS  TRAINING 

1,326.00* 

.00* 

.00* 

1,326.00* 

2600 

.00 

.00 

.00 

.00 

26-10  RENT 

113,867.00 

20,228.40 

48,456.40 

45,182.20 

TOTALS  2600 

113,967.00* 

20,228.40* 

48,456.60* 

45,182.20* 

33-00  FEES  TO  OTHER  AGENCIES 

393,680.00 

.00 

.00 

393,680.00 

CONSULTANT  S  PROFESSIONAL  SERVICES 

.00 

.00 

.00 

.00 

35-01  CONSULTANT  $  PROFESSIONAL 

SERVICE 

120,924.00 

.00 

.00 

120,924.00 

TOTALS  CONSULTANT  6  PROFESSIONAL 

SERVICES 

120,924.00* 

.00* 

.00* 

120,924.00* 

38-00  EQUIPMENT  RENTAL 

1,754.00 

.00 

.00 

1,754.00 

39-00  EQUIPMENT  PURCHASES 

67,892.00 

.00 

12,405.00 

55,487.00 

UNALLOTTED  BALANCE 

.00 

.00 

.00 

.00 

83-01  UNALLOTTED  BALANCE  (27.1) 

.00 

.00 

.00 

.00 

TOTALS  UNALLOTTED  BALANCE 

.00* 

.00* 

.00* 

.00* 

TOTALS,  OPERATING  EXPENSE 

816,009.00 

21,958.67 

61,071.40 

732,978.93 

TOTALS,  RECOVERIES  SECTION- 
HEADQUARTERS  2,274,598.00  362,479.12       61,071.40  1,851,047.48 
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CALIFORNIA  RECOVERY  SECTION  BUDGET  FOR 
JULY  1979  THROUGH  JUNE  1980 

(continued) 


MEDI-CAL  DIVISION  (805)  ITEM  257 


DEPT.  OF  HEALTH  SERVICE 
SEPT.  30,  1979 


APPROVED 
BUDGET 
CURRENT-YEAR 


EXPENDITURES 
CURRENT 
YEAR 


UNLIQUIDATED 
ENCUMBERANCE 


UNENCUMBERED 
BALANCE 


RS  -  CASUALTY  INSURANCE  (805-255) 


PERSONAL  SERVICES 

01-00  SALARIES  AND  WAGES  744,896.00 

05-00  TEMPORARY  HELP  .00 

SALARY  SAVINGS  .00 

07-01  SALARY  SAVINGS  22,608.00- 

07-  02  SALARY  SAVINGS  (27.2)  .00 
TOTALS  SALARY  SAVINGS  22,608.00-* 

08-  00  STAFF  BENEFITS  202,293.00 

TOTALS,  PERSONAL  SERVICES  924,581.00 

OPERATING  EXPENSE 

14-  00  GENERAL  EXPENSE  62,674.00 

15-  00  PRINTING  .00 

16-  00  DATA  PROCESSING  22,891.00 
COMMUNICATIONS  .00 

17-  01  COMMUNICATIONS  .00 
TOTAL  COMMUNICATIONS  .00* 

19-00  TRAVEL  IN-STATE  22,816.00 

TRAINING  .00 

23-10  IN-SERVICE  TRAINING  5,093.00 

TOTAL  TRAINING  5,093.00* 

2600  . 00 

26-10  RENT  65,396.00 

26-20  ALTERATIONS  8,384.00 

TOTALS  2600  73,780.00 

39-00  EQUIPMENT  PURCHASES  3,620.00 

UNALLOTTED  BALANCE  .00 

03-01  UNALLOTTED  BALANCE  C27.1)  .00 

TOTALS  UNALLOTTED  BALANCE  .00* 

TOTALS,  OPERATING  EXPENSE  190,874.00 


141,393.04 

.00 

603,502.96 

.00 

.00 

.00 

.00 

.00 

.00 

.00 

.00 

22,608.00- 

.00 

.00 

.00 

.00* 

.00* 

22,608.00- 

41,358.34 

.00 

160,434.66 

182,751.38 

.00 

741,829.62 

696.00 

.00 

61,978.00 

.00 

1,629.60 

1,629.60- 

.00 

.00 

22,891.00 

.00 

.00 

.00 

.00 

.00 

.00 

.00* 

.00* 

.00* 

73.44 

.00 

22,742.56 

.00 

.00 

.00 

.00 

.00 

5,093.00 

.00* 

.00* 

5,093.00* 

.00 

.00 

.00 

15,050.00 

9,318.00- 

59,664.00 

.00 

.00 

8,384.00 

15,050.00 

9,318.00-* 

68,048.00* 

.00 

1,356.80 

2,263.20 

.00 

.00 

.00 

.00 

.00 

.00 

.00* 

.00* 

.00* 

15,819.44 

6,331.60- 

181,386.16 

TOTALS,  RS-CASUALTY  INSURANCE         1,115,455.00  198,570.82         6,331.60-  923,215.78 
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ESTIMATED  EXPENSES  OF  MICHIGAN  TP LP 
FOR  OCTOBER  1979  THROUGH  MARCH  1980 


COST  CATEGORY 


AMOUNT 


Salaries  and  Wages 
Longevity  and  Insurance 
Retirement  and  FICA 
Travel 
Equipment 

CSS5M  (supplies,  telephone,  etc.) 
FoC  Support  Program 
BCBS  Contract 

^  Share  of  Bureau  Administrative  Expenses' 

TOTAL 


*Bureau  Administrative  Expenses 

Salaries  and  Wages 
Longevity  and  Insurance 
Retirement  and  FICA 
Travel 

CSS&M  (supplies,  telephone,  etc.) 
Rent 

TOTAL 


$  404,316.61 
32,744.73 
68,575.31 
293.27 
864.00 
40,861.92 
4,000.00 
5,485.58 
38,611.35 

$  595,752.77 


$  33,571.58 
2,108.14 
5,999.01 
3.50 
15,389.18 
20,151.30 

$  77,222.71 
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Appendix  E: 
STUDY  STATE  TPL  COLLECTIONS  REPORTS 


MAXIMUS 


CALIFORNIA  RECOVERY  SECTION  SUMMARY  REPORT  ON  CURRENT  YEAR  COLLECTIONS: 
 "  JULY  1979  -  MARCH  1980 


DEPARTMENT  OF  HEALTH  SERVICES 
RECOVERY  SECTION 
POST  PAYMENT  MEDI-CAL  COLLECTIONS 
MARCH  31,  1980 

PROGRAM   ■ —  

— -~  PERIOD 

CURRENT 
FYTD 

LAST 
FYTD 

PERCENT 
CHANGE 

Automated  Billings 
Manual  Billings 
Provider  Overpayments  * 
Beneficiary  Overpayments  * 

S, 000, 033. 15 
160,228.91 
319,164.51 
100,216.43 

4,497,783.60 
181,194.13 
480,914.64 
132,965.70 

11.2 
C  11.6) 
(  33.6) 
(  24.6) 

Plus:  Retains 
Less :  Refunds 

1,844.78 
30,723.07 

1,431,95 
19,089. 2S 

28.8 
60.9 

TOTAL  HIC  PROGRAM 

5,550,764.71 

5,275,200.77 

5.2 

MIO/TPL  Unit 
CIC  Unit 

Field  Referrals  * 

3,888,293.00 
5,016,493.67 
45,826.37 

4,454,918.00 
0.00 
144,058,91 

(  12.7) 
1UU .  u 
(  68.2) 

Plus:  Retains 
Less:  Refunds 

S9.88 
101,074.11 

0.00 
0.00 

100.00 
100.00 

TOTAL  CIC  PROGRAM 

8,849,598.81 

4,S98,976.91 

92.4 

Paternity 
Probate 

Investigations  * 
Provider  Overpayments  * 
Beneficiary  Overpayments* 
Voluntary  Payments 
Cost  Audits  * 
AG  Referrals 
PHPs 

Controller  Referrals 
SURS  * 

Governmental 
All  Others 

54,886.11 
79,973.13 
391,274.54 
75,397.81 
142,535.29 
351,535.64 
65,186.74 
23,867.75 
14,021.70 
2,595.28 
162,399.70 
128,017. SO 
10,791.29 

14,463.58 
93,844.84 

343,501.65 
47,482.89 

115,432.73 
77,996.21 
57,975.08 
13,183.77 
13,760.26 
0.00 
97,048.22 
55,107.17 
57,618.18 

279.7 
(  14.8) 
13.9 
58.8 
23.5 
350.7 
12.3 
81.0 
1.9 
' 100.0 
67.3 
132.3 
(  81.3) 

Plus:  Retains 
Less:  Refunds 

25.96 
4,215.53 

38.08 
35,844.37 

(  31-6) 
(  88.2) 

TOTAL  GENERAL  PROGRAMS 

1,498,292.91 

9S1.S78.29 

57.5 

TOTAL  ALL  PROGRAMS 

15,898,656.43 

10,825,755.97 

46.9 

*  Includes  offsets  by  Fiscal  Intermediary  at  Recovery  Section  request. 
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MICHIGAN  TPLD  MONTHLY  COLLECTIONS  REPORT 


MICHIGAN  DEPARTMENT  OF  SOCIAL  SERVICES 
THIRD  PARTY  LIABILITY /MEDICAL  SUPPORT  PILOT  PROGRAM 

MONTHLY  REPORT  FOR 

MARCH  19  CO 


I.      THIRD  PARTY  LIABILITY  PROGRAM: 
Cash  recoveries: 
Adjustments  Processed: 

*  Cost  Avoidance: 

*  Cost  Savings: 

Cash  Recovery/Blue  Cross  Litigation 

Long  Tern  Care/Mental  Health  - 
Other  Insurance  Adjustments : 

Total  DMH  Facilities: 

Total  Other  Facilities: 
Automated  Billing  Recoveries: 
Paternity/Confinement: 

Total  Third  Party  Recovery/Cost  Avoidance: 

II.    MEDICAL  SUPPORT  PILOT  PROGRAM: 
Cash  Recoveries: 
Adjustments  Processed: 
Automated' Billing  Recoveries: 
Paternity/ Confinement : 


740,706. SS 


179. 717.01 


1.TM.BS&.7S 


6?  nR6.S7 


-0- 


Tjn.soy.-ifi 


Total  Medical  Support  Pilot/Recovery/Cost  Avoidance; 


L4-S£X-1S 


"KL  ^?n.  70 


f,0    T)0  Qfi 


ALL  PROGRAMS  RECOVERY/ COST  AVOIDANCE: 


*     Costs  avoided  are  due  co  rejected  invoices  for  recipients  with  other  resources 
identified  by  the  TPL  automated  system.    Costs  saved  are  due  to  reported  other 
resource  payments  reflected  on  invoices.     Koch  of  these  amounts  may  not  be 
Inclusive.    As  providers  become  educated  to  the  Cost  Avoidance  Program,  it  is 
likely  that  Medicaid  will  not  be  billed  :*or  covered  services.    When  this  occurs, 
there  are  no  means  to  inclusively  measure  costs  avoided  and/or  saved. 
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MAXIMUS 


 N 
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MICHIGAN  TPLD  CUMULATIVE  COLLECTIONS 


MICHICAN  DEPARTMENT  OF  SOCIAL  SERVICES 
THIRD  PARTY  LI ABILITY /MEDICAL  SUPPORT  PILOT  P ROC RAM  . 

CUMULATIVE  REPORT 
FISCAL  YEAR  CUMULATIVE  SUMMARY  (10/79-3/31/80) 

I.  THIRD  PARTY  LIABILITY  PROGRAM: 

«.,_  ,.  e  998,289.98 

Cosh  recoveries:  5  '   — 

Adjustments  Processed:  852  ,262.38  

*  Cost  Avoidance:  5,065,502.47  

*  Cost  Savings:  7,491.003.70  

Cash  Recovery/Blue  Cross  Litigation  1,307,003.31  

Lone  Tcm  Care/Mental  Health  - 
Other  Insurance  Adjustments : 

Total  DMH  Facilities:  2.876.270.99  . 

Total  Other  Facilities:  S7 , 293 . 02  

Automated  Billing  Recoveries:  582,121.49  

Paternity/Confinement:  219,611.14  

Total  Third  Party  Recovery/Cost  Avoidance:  S  19.449.358.48 

II.  MEDICAL  SUPPORT  PILOT  PROCRAM: 

Cash  Recoveries:  S  !L°I!  

Adjustments  Processed:   31,977.16 

Automated  Billing  Recoveries:    245,600.07  

Paternity/Confinement :   209,192.86  

,„                                                      $  486,775.09 
Total  Medical  Support  Pilot /Recovery /Cost  Avoidance:   


ALL  PROCRAMS.  RECOVERY/ COST  AVOIDANCE: 


$  19,936,133.57 


*      Costs  avoided  are  due  to  rejected  invoices  for  recipients  vith  other  resources 
identified  by  the  TPL  automated  system.     Costs  saved  are  due  to  reported  other 
resource  payments  reflected  on  invoices.     Both  of  these  amounts  .nay  not  be 
f  nrovide-3  becooe  educated  to  the  Cost  Avoidance  Program,  it  is 

^  :  - 


MAXIMUS 


r 
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MICHIGAN  TPLD  ANNUAL  COLLECTIONS  REPORT 


MICHIGAN   DEPARTMENT  OF  SOCIAL  -SERVICES 
THIRD  PARTY  LI ABILITY /MEDICAL  SUPPORT  PILOT  PROGRAM 

ANNUAL  RSPORT 
FISCAL  YEAR  78/79 


I.      THIRD  PARTY  LIABILITY  PROCRAX 

Cash  Recoveries 

Manual  System  2 , 792 ,060 .37 

Automated  System  ^59  ,  532  ■  90 
Adjustments  Processed 

Regular  1,423,748.51 

Cost  Avoidance1  \  ,095  ,  kbS .90 

Cost   Savings    2  15  ,  t>9  1 ,  5  25  .  6  7 

Paternity/Confinement  Recoveries  41b , 617 . 99 

Total  THIRD  PARTY  Recovery /Cos t  Avoidance  2  6,678,955.34 

II.      MEDICAL   SUPPORT   PILOT  PROGRAM 

Cash  Recoveries 

Manual  System 

Automated  System 
Adjustments  Processed 
Paternity/Confinement  Recoveries 


12 

036 

?? 

10  3 

527 

64 

1 

19  7 

76 

i.  3  t 

685 

68 

Total  MEDICAL  SUPPORT  PILOT   Recovery / Cos t  Avoidance        6  4  3.447.47 


ALL  PROGRAMS    RECOVERY/ COST  AVOIDANCE  FOR 

FISCAL  YEAR  78/79  2  7,322,402.81 


1  Costs  avoided  due   to  rejected   invoices   for  recipients  with 
edentified  other  resources. 

2  Costs  saved  due   to  reported  orher  resource  payments. 
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MICHIGAN  TPLD  COMPARATIVE  COLLECTIONS  REPORT 


PRODUCTIVITY  COMPARISON 

h 


Resource  TyDe 

Throuqh  March  '79 

Through  March  '80 

Inc. 

Casual ty 

CI                C*7A  QQ 

c  l  9qi  om 

*  CO* 

HI  and  PPBs 

181,718.87 

677,550.01 

+273- 

Probate 

121,166.35 

32,848.20 

-  73% 

Support/Paternity 

219,746.48 

220,092.70 

0 

ura i / neo i ca  re 

Cost  Avoidance 

2,228,501.03 

5,065,502.47 

+1272 

Cost  Saved 

7,130,483.48 

7,491,003.70 

+  52 

County  Refunds  not  Identified 

15,591.13 

2,192.17 

-  992 

Long  Term  Care 

0 

57,293.02 

General  Assistance 

0 

69.46 

Sub  Total 

11,219,441.21 

15,266,084.18 

+  36 

Friend  of  the  Court 

.  241,092.93 

486,775.09 

+102 

Blue  Cross  Litigation 

0 

1,307,003.31 

TOTAL  PROGRAMS2 

11 ,460,534.14 

17,059,862.58 

+  49 

TPL  Master  Bank 

197,497 

227.400 

♦  15 

Cost  Benefit  Ratio 

1:10.6 

1:28.6 

Lack  enabling  legislation 

Figures  do  not  include  52,876,270.99  in  adjustments  to  Mental  Health  facilities. 
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NORTH  CAROLINA  TPRS  ACTIVITY  REPORT 
FOR  MARCH  1980 


DIVISION  OF  MEDICAL  ASSISTANCE 
THIRD  PARTY  RECOVERY  SECTION 

THIRD  PARTY  RECOVERY  ACTIVITY  REPORT  FOR  MONTH  OF     MARCH , 

1.     Annual  Goal  -  FY  '80 


1980 


Insurance) 


A.  Medicare 

B.  Health  Insurance 

(Cost  Avoidance) 

C.  Refunds    (All  Classes  TPR) 

D.  Total  Annual  Goal 

Monthly  Activity 

A.  Medicare  Crossover* 

(1)  Medicare  -  A 

(2)  Medicare  -  B 

B.  Health  Insurance 

(Cost  Avoidance) 

C.  Total  Cost  Avoidance 

(Crossover  &  Health 

D.  Refunds 

(1)  State  TPR  Staff 

(a)  Medicare 

(b)  Health  Insurance 

(c)  Casualty  Insurance 

(d)  Responsible  Relative 

(e)  Total  Refund 

State  Staff 

(2)  Refunds  Sent  to  EDS-F  II 

(3)  Total  Refunds  -  State  Staff 

&  EDS-F 

Total  Crossover,  Cost  Avoidance 

Refunds 

Monthly  Goal 

(1)  Medicare  Crossover 

(2)  Health  Insurance 
(Cost  Avoidance) 

(3)  Refunds 

(4)  Total 


-0- 
-0- 

577,653. 


60,205. 
221,742. 
46,280. 
871. 


E. 


F. 


2,803,333. 

291,667. 
250,000. 


Difference   (+)  or   (-)    to  Monthly  Goal 


(1)  Medicare  Crossover* 

(2)  Health  Insurance 

(Cost  Avoidance) 

(3)  Refunds 

YTD  Activity  -  FY  '80 

A.  Medicare  Crossover  * 

(1)  Medicare  -  A 

(2)  Medicare  -  B 

B.  Health  Insurance 

(Cost  Avoidance) 


(-)2,803,333. 


(+) 
(-) 


285,986. 
127,591. 


-0- 
-0- 

3,189,634. 


25,000,000. 

3,500,000. 
3,000,000. 


31,500,000. 


577,653. 


329,098. 
48,493. 

377,591. 


955,244. 


2,625,000. 
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NORTH  CAROLINA  TPRS  ACTIVITY  REPORT 
FOR  MARCH  1980 
(continued) 


c 

D. 


E. 
F. 


Total ' Crossover  &  Cost  Avoidance-YTD 
Refunds 

(1)      State  T?R  Staff 

(a)  Medicare 

(b)  Health  Insurance 

(c)  Casualty  Insurance 

(d)  Responsible 

Relative 

(e)  Total  Refunds 
State  Staff 

Refunds  Sent  to  EDS-F ** 
Total  Refund s-State  Staff  & 
Total  Crossover,  Cost  Avoidance 
Annual  Goal  YTD-FY  '80 

(1)  Medicare  Crossover 

(2)  Health  Insurance 
(Cost  Avoidance) 

Refunds 
Total 


3,189,634. 


(2) 
(3) 


(3) 
(4) 


210,165. 
1,349,129. 
424,468. 

9,225. 


EDS-F-YTD 
&  Refunds-YTD 

20,189,997. 


1,992.987. 

464,637. 
2,457,624. 


2,625,003. 
2,250,000. 


Difference   (+)  or   (-)   to  Annual 
(1) 
(2) 


(3! 

(4: 


Medicare  Crossover* 
Health  Insurance 

(Cost  Avoidance) 
Refunds 
Total 


Goal  YTD-FY  '80 
(-) 20,189,997. 


25,065,000. 


(+) 
(+) 


564,631. 
207,624. 


(-)19,417,742. 


5,647,258. 


4.     Other  Collections   (overpayment,   errors  in  billing,   etc.)   by  State  Staff 


A.  Other  collections  this  month 

B.  Other  collections  YTD-FY  '80 


211,920. 
1,067,506. 


5.  TPR  Refunds  &  Other  Collections-State  Staff 

A.  Collections  this  month  541,018. 

B.  Collections  YTD-FY' 80  3,060,494. 

6.  Total  of  Amount  in  No.   53  above  dispositioned  and 

returned  to  program 

7.  TPR  Caseload 


2,546,275. 


A.  Pending  February  29,  1980 

B.  Opened    March,  I9S0 

C.  Closed    March,  1980 

D.  Pending    March  31,  1980 


796 
100 
74 
822 


Note  1-Effective  July  1,  1979,   the  TPL  suspect  report  furnished  by  EDS-F 

failed  to  show  Medicare  Crossover.  They  are  working  on  this  problem 
and  hope  to  have  it  cleared  up  in  the  near  future. 


**  Note  2-These  are  refunds  sent  directly  to  EDS-F  and  verbally  identified  as 
TPR  refunds.  To  date,  these  funds  have  not  been  dispositioned  back 
the  program. 
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EXECUTIVE  SUMMARY 


The  intent  of  Title  XIX  of  the  Social  Security  Act  is  that 
the  Medicaid  program  be  the  payor  of  last  resort.     All  other 
resources  available  and  liable  for  the  costs  of  medical  care  for 
persons  eligible  for  the  Medicaid  program  should  be  used  first. 
Examples  of  TPL  resources  include:     1)  health  insurance 
resources  (includes  Blue  Cross/Blue  Shield  and  similar  plans); 
2)  casualty/liability  insurance  resources;   3)  Medicare;  4) 
prepaid  private  and  government  health  care  plans;  and  5)  absent 
parent  and/or  responsible  relative  resources.     Few  disagree  that 
Medicaid  is  making  substantial  medical  care  payments  for  which 
other  third  parties  are  liable. 

Several  estimates  of  the  amount  of  third-party  liability 
(TPL)  available  to  offset  Medicaid  program  expenditures  have 
been  made.     Our  subjective  estimates,  based  on  the  results  of 
this  study,  place  available  TPL,   excluding  Medicare  and  CHAMPUS, 
at  an  estimated  maximum  of  3%  to  4%  of  total  Medicaid  payments. 
In  terms  of  estimated  total  payments  of  $26.68  billion  for  FY 
19801,    these  estimates  represent  $800  million  to  $1,067  million 
in  available  Medicaid  program  expenditures.     Total  Medicaid 
program  administrative  expenditures  are  estimated  at  $1.2 
billion. 2     Thus,   potential  TPL  recoveries  represent  between  67% 
and  89%  of  all  administrative  costs,  exclusive  of  federal 
staff . 


IE  stimated  by  the  Division  of  Budgets,   Office  of  Program 
Administration,   Bureau  of  Program  Operations,   Health  Care 
Financing  Administration,   Department  of  Health  and  Human 
Services,   December  1,  1980. 

2Estimated  at  112%  of  the  FY  1979  total   (state  plus 
federal)  administrative  costs  of  $1,072  billion.     FY  1979  data 
supplied  by  the  Division  of  Budgets,  Office  of  Program 
Administration,   Bureau  of  Program  Operations,   Health  Care 
Financing  Administration,  Department  of  Health  and  Human 
Services . 
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Most  of  this  TPL  is  not  being  collected  at  the  present 
time.     For  the  states  with  exemplary  TPL  programs  included  in 
this  study,   total  TPL  recoveries,   reported  provider  insurance 
j collect ions ,   and  cost  avoidance  represented  from  1.7%  to  3.3%  of 
the  state's  total  medical  vendor  payments.     Through  a  review  of 
the  current  design  and  operations  of  these  programs,   we  found 
that  some  TPL  is  identified  but  not  pursued  at  the  present  time 
because  of  resource  constraints  and/or  the  questionable  cost- 
effectiveness  of  pursuit. 

Given  the  substantial  savings  that  the  Medicaid  program  can 
realize  by  collecting  this  third-party  liability,   the  question 
of  the  cost-effectiveness  of  state  TPL  collection  efforts 
naturally  arises.     In  September  1979,    the  Health  Care  Financing 
Administration  (HCFA)  of  the  Department  of  Health  and  Human 
Services   (DHSS)  issued  a  Request  for  Proposal  to  examine  the 
cost-effectiveness  of  different  approaches  devised  by  state 
Medicaid  agencies  to  collect  third-party  liability.  The 
contract  for  this  study  was  awarded  to  MAXIMUS  as  the  result  of 
a  competitive  procurement. 

A.     STUDY  APPROACH 

An   indepth  case  study  approach  was  adopted  to  seek  the 
necessary  descriptive  and  quantitative  data  needed  to  address 
the  cost-effectiveness  question.     Four  states  were  jointly 
selected  by  HCFA  personnel  and  the  MAXIMUS  research  staff. 
These  states  were  California,   Michigan,   Minnesota,  and  North 
Carol ina . 

These  four  states  represent  a  mix  of  cost  avoidance  and 
benefit  recovery  approaches  for  the  collection  of  health 
insurance  resource  liability  available  to  Medicaid  program 
recipients.     The  cost  avoidance  approach  adopted  by  these  states, 
involves  denying  provider  payment  on  claims  for  which  third 
parties  may  be  liable.     In  the  benefit  recovery  approach, 
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Medicaid  expenditures  are  recouped  from  liable  third  parties 
after  provider  claims  are  paid.     The  Michigan  and  North  Carolina 
TPL  programs  include  both  cost  avoidance  and  benefit  recovery 
approaches,   while  the  California  and  Minnesota  programs  rely 
primarily  on  the  benefit  recovery  approach.     However,  the 
California  program  includes  the  cost  avoidance  of  prepaid  health 
care  plan  liability. 

On-site  information  gathering  activities  in  the  four  states 
concentrated  on  interviews  with  staff  assigned  to  the  TPL 
recovery  unit  of  the  state  Medicaid  agency.     In  these  inter- 
views, all  aspects  of  the  state's  TPL  program  were  explored,  and 
many  issues  related  to  TPL  program  development  were  discussed. 

B.     SUMMARY  OF  MAJOR  FINDINGS 

The  analyses  conducted  throughout  this  study  extended 
beyond  the  primary  question  of  the  relative  cost-effectiveness 
of  cost  avoidance  versus  benefit  recovery  approaches  to  the 
collection  of  health  insurance  liability.     In  attempting  to 
address  this  question,  several  aspects  and  issues  surrounding 
TPL  programs  had  to  be  examined.     The  focus  of  our  investigation 
shifted  from  the  two  collection  approaches  defined  in  terms  of 
the  timing  of  the  TPL  collection  effort,  before  or  after 
provider  claims  payment,   to  the  more  inclusive  systems  approach 
adopted  by  the  "state  agency  TPL  program." 

Our  investigations  also  led  us  to  related  issues  such  as 
the  identification  of  barriers  impeding  state  Medicaid  agency 
TPL  program  development  and  enhancement.     Some  of  the  barriers 
to  an  effective  TPL  program  result  from  inadequate  conceptual- 
izations and  definitions,  and  some  result  from  federal  level 
efforts,   well-intentioned  but  inappropriate,   to  encourage 
greater  recovery  and  avoidance  of  TPL  to  offset  Medicaid  program 
expenditures . 

The  major  findings  of  this  study  are  summarized  below. 
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1 .     Identification  of  Health  Insurance  Resources 

State  TPL  programs  in  the  health  insurance  area  (the 
primary  focus  of  this  study)  are  comprised  of  five  major 
components:     1)  identification  of  other  health  care  resources 
available  to  Medicaid  recipients;   2)  retention  and  transfer  of 
this  resource  information;   3)  prepayment  edits  for  cost 
avoidance;   4)  systems  for  recovering  payments  from  health 
insurance  companies  after  providers  have  been  paid;  and  5) 
accounting  and  document  control.     The  most  important  component 
is  the  identification  of  health  insurance  coverage  and  other 
health  care  resources  (prepaid  plans)  pertaining  to  persons 
eligible  for  Medicaid  program  benefits.     Information  is  needed 
in  sufficient  detail  for  the  Medicaid  agency  or  the  provider  to 
submit  claims  directly  to  the  appropriate  health  insurance 
carriers  . 

Of  our  study  states,   Michigan,   Minnesota,   and  North 
Carolina  rely  on  Medicaid  eligibility  workers  to  identify  and 
record  information  on  applicant /recipient  health  insurance  and 
other  health  care  resources  during  initial  intake  interviews, 
eligibility  redeterminations,   and  special  case  investigations. 
California  utilizes  a  direct  mail  approach  with  Medi-Cal 
eligibles  to  secure  information  on  other  health  care  coverage. 1 

Of  the  two  approaches  for  identifying  other  health  coverage 
(OHC),   the  eligibility  worker  approach  appears  to  be  both  more 
effective  and  more  efficient  than  the  state  level  direct  mail 
approach.     In  1978,   13%  of  the  Minnesota  Medicaid  eligibles  were 
known  to  have  at  least  one  other  source  of  health  care 
coverage.     Michigan  TPL  staff  estimated  that  between  10%  and  20% 
of  their  Medicaid  eligibles  have  other  resources,  and  in  North 
Carolina,   this  estimate  is  placed  at  10%  to  12%. 


^-California  has  since  implemented  a  county  worker 
identification  system. 
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In  contrast,  about  4.2%  of  the  California  Medi-Cal 
eligibles  were  included  on  the  Other  Health  Coverage  (OHC) 
Master  Beneficiary  File  in  January  1980.     If  we  use  information 
sufficient  for  billing  other  health  resources  as  the  basis  for 
calculating  the  percentage  of  Medicaid  eligibles  with  other 
insurance  coverage,   information  sufficient  for  insurance 
companies  and  others  to  process  claims  is  available  for  only  1% 
to  2%  of  the  California  Medi-Cal  eligibles. 

The  identification  of  other  health  coverage  by  eligibility 
workers  also  appears  more  efficient  because  there  are  fewer  and 
shorter  delays  in  both  the  acquisition  and  the  transfer  of  the 
other  health  coverage  information. 

2 .     Measuring  State  TPL  Program  Performance 

As  part  of  this  study,  we  examined  several  indicators  for 
measuring  the  success  of  state  TPL  programs.     We  found  that  such 
measures  as  the  benefit-to-cost  ratio  (when  it  can  be 
calculated),   the  TPL  payment  error  rates  calculated  by  the 
Medicaid  Quality  Control   (MQC)  Program,   and  other  performance 
measures  based  on  changes  in  collections  and  on  costs  can  be 
useful  but  are  potentially  misleading. 

To  demonstrate  the  differences  in  the  interpretation  of 
"program  success"  which  can  result  from  the  use  of  various 
performance  measures,  we  have  displayed  in  Exhibit  1  three 
measures  for  each  of  the  four  study  states.     If  we  focus  on  the 
ratio  of  TPL  collections  to  total  medical  vendor  payments,  the 
Michigan  program  emerges  as  the  most  successful  of  the  four 
state  TPL  programs.     According  to  the  MQC  TPL  error  rates,  the 
Michigan  program  is  the  "worst,"  and  the  California  and  North 
Carolina  programs  are  the   "best."     If  benefit-to-cost  ratio  is 
the  criterion,   then  North  Carolina  is  best  and  California  is 
worst . 
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Exhibit  1 

SELECTED  PERFORMANCE  MEASURES  FOR  TH.E  STUDY  STATES 


1  " 

MEASURE 

OAT  T  TADXTT  A 

CALIFORNIA 

MICHIGAN 

NORTH 

n  A  "D  r\T  TXT  A 

LAKUL1NA 

Total  TPL 
Collections 

2.054% 

3.329% 

1,69.7% 

2.214% 

MQC  TPL 
Unduplicated 
Payment  Error 
Rate  (April- 
Sept.,  1979) 

0.1% 

0.6% 

0.5% 

0.1% 

Total  Benefit- 
to-Total  Cost 
Ratio1 

19.02 

25.81 

29.95 

27.41 

^See  Chapter  VII,  Section  C  for  the  derivation  of  these 


ratios . 


Of  these  various  conclusions,  which  most  accurately 
reflects  the  performance  of  the  four  study  states?     We  do  not 
know.     Based  on  our  site  visits,   the  Michigan  program  appears 
considerably  more  successful  than  the  other  three  states  in 
collecting  third-party  liability. 

The  higher  MQC  TPL  error  rate  in  Michigan  is  an  artifact  of 
the  MQC  TPL  review  process  and  reflects  primarily  the  technical, 
federal  TPL  program  regulatory  requirements  and  the  resulting 
MQC  definitions  of  TPL  errors.     Similarly,   the  lower  error  rates 
in  California  and  North  Carolina  result  from  less  stringent 
interpretations  of   the  MQC  TPL  error  definitions.     MQC  does  not 
estimate  the  amount  of  Medicaid  funds   that  can,   in  fact,  be 
recovered;   it  estimates  the  proportion  of  funds  for  which 
I  recovery  activities  failed  to  follow  federal  regulations. 

The  lower  benefit-to-cost  ratio  in  California  occurs,  in 
part,  because  California  has  the  most  complete  cost  accounting 
system  of  the  four  states  and  reports  on  more  cost  categories 
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Additionally,  the  available  California  cost  data  include  some 
California  Recovery  Section  costs  not  attributable  to  the  TPL 
collection  programs.  The  benefit-to-cost  ratios  for  the  other 
three  states  exclude  major  cost  items  such  as  data  processing 
and  other  purchased  or  reimburseable  services  included  in  the 
California  cost  totals. 

Of  the  three  performance  measures,   the  total  TPL  collec- 
tions ratio  is  the  most  complete  measure  of  overall  TPL  program 
performance.     We  base  this  conclusion  not  on  the  TPL  collections 
ratio  alone,  but  also  on  our  knowledge  of  the  design  and 
operation  of  the  four  study  state  TPL  programs.     We  recommend 
later  that  this  measure  and  the  resource  type  ratios  be  adopted, 
at  least  at  the  federal  level,   as  a  gauge  of  the  success  of 
state  efforts  to  utilize  TPL  resources. 

The  TPL  collections  ratio  can  be  calculated  using  existing 
data  and  therefore  is  immediately  available.     Since  there  are 
significant  differences  in  third-party  resources  and  in  state 
laws  and  codes  affecting  recovery,  we  recommend  not  one,  but 
several  TPL  collections  ratios  based  on:     1)  provider  reported 
insurance  collections;   2)  estimated  health  insurance  cost 
avoidance;   3)  health  insurance  recoveries;   4)  casualty/liability 
insurance  recoveries;   5)  Medicare  recoveries  (but  not 
avoidance);   and  6)  recoveries  from  responsible  relatives.  In 
addition  to  these,   we  suggest  two  summary  ratios  also  be 
computed:     1)  a  total  TPL  collections  ratio,   comprised  of  all 
collections  listed  above;  and  2)  the  total  health  insurance 
collections  ratio,   comprised  of  the  first  three  collections 
categories  listed  above. 

Exhibit  2  displays  these  TPL  collections  ratios  for  the 
four  study  states.     These  ratios  were  calculated  from  TPL 
collections  data  supplied  by  the  state  TPL  programs  and  not  from 
data  reported  on  the  Quarterly  Schedule  of  Third  Party  Liability 
Collections  for  the  Medical  Assistance  Program  (HCFA-64.9a) . 
The  TPL  collections  ratio  would  seem  to  be  the  best  measure  of 
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state  TPL  program  success.  However,  it  is  only  an  indicator 
and  must  be  interpreted  carefully. 


Exhibit  2 

TPL  COLLECTIONS  AS  A  PERCENTAGE  OF  ADJUSTED  MEDICAL  VENDOR  PAYMENTS 


TPL  COLLECTIONS  RATIO 

CALIFORNIA 

MICHIGAN 

MINNESOTA 

NORTH 
CAROLINA 

Provider  Reported 
Insurance  Collections 

1.440% 

1.295% 

1.059% 

1.200% 

Estimated  Health 
Insurance  Avoidance 

NA 

0.876 

NA 

UK 

Health  Insurance 
Recoveries 

0.236 

0.738 

0.418 

0.682 

TOTAL  HEALTH  INSURANCE 
COLLECTIONS 

1.676 

2.909 

1.478 

1.882 

Casualty  Recoveries 

0.376 

0.223 

0.194 

0.160 

Medicare  Recoveries 

UK 

0.074 

UK 

0.079 

Responsible  Relative 
Recoveries 

0.002 

0.122 

0.026 

0.003 

TOTAL  TPL  COLLECTIONS 
RATIO 

2.054% 

3.329% 

1.697% 

2.124% 

NA  =  not  applicable 
UK  =  unknown 


Using  the  total  TPL  collections  ratio  and  design  and 
operations  information  about  the  four  study  states,   we  estimate 
that  the  amount  of  TPL  which  is  both  available  and  accessible 
at  reasonable  cost  is  between  3%  and  4%  of  the  adjusted  total 
medical  vendor  payments  (state  plus  federal  payments), 
excluding  potential  recoveries  from  the  Medicare  and 
CHAMPUS  programs. 

V  T 
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It  should  be  noted  that  the  proportion  of  Medicaid  payments 
for  which  third  parties  may  be  liable  is  not  equal  to  the 
proportion  of  Medicaid  recipients  with  other  known  health 
coverage.     This  occurs  because  health  insurance  policies 
typically  include  deductible  and  copayment  requirements,  and 
Medicaid  payments  include  coverage  for  specific  services  not 
usually  included  in  health  insurance  policies,  such  as  long-term 
care  and/or  inpatient  psychiatric  services. 

3 .     Costs  and  Benefits  of  TPL  Programs 

Complete  and  comparable  cost  data  for  the  four  study  states 
were  not  available;   therefore,   accurate  and  defensible 
cost-effectiveness  measures  are  not  appropriate  at  the  present 
time.     However,   some  estimates  can  be  offered. 

The  four  study  states  combined  collected  (recovered  and 
avoided)  a   total  of  about  $120.8  million  in  TPL  (including  some 
state  medical  assistance  program  recoveries)  at  an  estimated 
combined  cost  of  $5.5  million.     The  benefit-to-cost  ratio  for 
the  four  states  combined  is  about  22  to  1  and  the  net  savings 
are  about  $115.4  million. 

On  a  state-by-state  basis,   the  total  collections  to  total 
estimated  costs  ratio  ranged  from  a  low  of  19.02  in  California 
(a  known  underestimate)  to  a  high  of  29.95  in  Minnesota  (a 
probable  overestimate) .     The  ratio  of  recoveries  only  to  TPL 
recovery  unit  personnel  costs  ranged  from  8.09  in  California  to 
13.24  in  Michigan.     Total  net  collections  from  all  sources 
ranged  from  an  estimated  $7.2  million  in  North  Carolina  to  $61.1 
million  in  California.     In  our  opinion,  these  estimates  clearly 
demonstrate  the  cost-effectiveness  of  state  TPL  programs  and  the 
need  for,   and  desirability  of,  encouraging  the  development  and 
enhancement  of  state  Medicaid  agency  TPL  programs. 

In  the  area  of  the  cost-effectiveness  of  a  cost  avoidance 
versus  a  benefit  recovery  approach  to  TPL  collection,   data  are 
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/insufficient  for  the  development  of  cost  estimates  for  these 
! portions  of  overall  state  TPL  programs.     However,  examination  of 
I  the  applicability  of  each  method  to  health  insurance  resources 
Sand  the  major  cost  items  incurred  by  each  system  led  to  the 
following  conclusions. 

If  all  things  were  equal,  a  cost  avoidance  prepayment  edit 
approach  would  be  more  cost-effective  than  a  benefit  recovery 
approach.     However,   all  other  things  are  not  equal.  Cost 
avoidance  prepayment  edits  are  not  feasible  for  some  provider 

j 

claims  because  health  insurance  often  includes  provisions  for 
deductibles  and  copayments,   prior  hospitalization,   and  limits  on 
extent  of  coverage.     But  all  claims  types  can  be  treated  in  a 
I  benefit  recovery  system  for  health  insurance.     However,  we 
recommend  that  a  state  have  both  a  benefit  recovery  system  and  a 
cost  avoidance  prepayment  edit  system. 

4 .     Problem  Areas 

During  the  course  of  our  study,   several  issues  and  problem 
areas  in  the  state  Medicaid  agency's  efforts  to  design  and 
j operate  TPL  programs  were  noted.     The  major  problem  areas 
|  involve  lack  of  state  level  commitment  to  TPL  programs, 
questionable  federal  regulations  and  the  design  of  the  MQC  TPL 
Review  program,   and  the  implementation  of  the  MQC  TPL  Review. 

a.     Lack  of  State  Commitment 


state  level  commitment  to  TPL  programs.     Specific  problems 
include:     1)  lack  of  supporting  legislation;   2)  the  continued 
use  of  exclusionary  clauses  by  some  insurance  companies;  3) 
insufficient  allocation  of  staff  and  financial  resources  to 
develop,  enhance,   or  operate  TPL  programs;  and  4)   lack  of 
cooperation  within  the  Medicaid  agency  and/or  between  the 
Medicaid  agency  and  other  welfare  programs  or  state  agencies. 


In  several  states,   there  appears  to  be  insufficient 
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b.     Problems  with  the  SSI,  CHAMPUS,   and  IV-D  Programs 

In  areas  of  TPL  identification  and  recovery,  states 
continue  to  experience  difficulties  with  particular  third-party 
resources.     First,   the  resource  information  on  the  Supplemental 
Security  Income  (SSI)  tapes  for  states  using  federal  level 
eligibility  determination  is  insufficient  for  either  avoidance 
or  recovery.     Second,   recovery  from  the  CHAMPUS  program 
continues  to  be  problematic,   since  OCHAMPUS  will  not  pay  claims 
unless  they  are  fully  documented  and  signed  by  the  recipient.1 
Finally,   the  1977  Social  Security  Act  amendments  and  the  related 
regulations  (May  1980)  do  not  sufficiently  distinguish  among  the 
various  activities  and  jurisdictional  questions  in  cooperative 
agreements  and  efforts  involving  HCFA,    the  state  Medicaid 
agencies,   and  the  Office  of  Child  Support  Enforcement. 

c     Problems  with  Federal  Regulations  and  Quality  Control 
Instructions  ~~ 

Perhaps  more  significant  than  these  problem  areas, 
however,   are  problems  and  barriers  caused  by  federal  regulations 
and  the  design  of  the  MQC  TPL  Review  program  which  appear  to  be 
counterproductive  to  the  efficient  and  effective  recovery  of 
Medicaid  expenditures  from  third  parties.     There  are  two  major 
problems . 

First,   distinctions  among  TPL  resource  types  are  not 
made;   thus,    there  are  no  allowances  for  real  constraints  to  TPL 
recovery  and/or  for  the  level  of  effort  required  to  identify 
certain  types  of  third-party  resources  such  as  absent  parent 
resources,   or  to  recover  some  identified  liability  such  as 
CHAMPUS  benefits.     Second,   the  requirement  to  "seek 
reimbursement  within  30  days  after  the  month  in  which  payment 

Although  the  status  of  the  CHAMPUS  program  as  a  primary 
payor  before  the  Medicaid  program  was  acknowledged  in  a  letter 
to  the  states  dated  March  2,   1979,   there  remain  serious  barriers 
to  the  actual  recovery  of  funds  from  the  CHAMPUS  program. 
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has  been  made"  precludes  the  use  of  computerized  systems  for 
billing  health  insurance  companies  on  a  schedule  advantageous  to 
both  the  Medicaid  program  and  the  insurance  companies.     In  fact, 
the  30-day  requirement  is  contrary  to  many  agreements  between 
state  agencies  and  insurance  company  representatives. 

A  clarification  of   this  requirement  issued  by  the  HCFA 
Bureau  of  Program  Policy  in  early  1981  does  allow  the  states 
greater  flexibility  in  seeking  recovery  by  allowing  for  claims 
accumulation  under  certain  conditions.     But,   this  interpretation 
also  limits  (unnecessarily,   in  our  opinion)  state  Medicaid 
agency  initiatives  in  proposing  and  adopting  different  kinds  of 
claims  accumulation  programs  and  billing  cycles. 

d .     Problems  with  Implementation  of  the  MQC  TPL  Program 

The  actual  implementation  of   the  MQC  TPL  Review 
program  as  it  operated  during  the  study  period  presented  prob- 
lems for  both  the  interpretation  of  the  resulting  error  rates 
and  for  the  effective  and  efficient  operation  of  a  recovery 
program  by  the  TPL  recovery  unit.     Despite  efforts  by  MQC  TPL 
staff,   four  major  problems  were  evident. 

First,    there  were  different  interpretations  across 
states  in  the  purpose  of  the  MQC  TPL  reviews,   leading  to  differ- 
ent interpretations  of  error  definitions.     For  example,   in  some 
states  the  review  process   is  viewed  as  an  assessment  of  TPL 
program  operations.      In   these  states,   some  situations  such  as 
the  use  of  claim  amount   thresholds  for  pursuing  TPL  do  not 
result  in  errors,   while   in  other  states,    the  identical  situa- 
tions are  counted  as  errors.     Second,   because  of  the  design  and 
the   interpretation  of  the  MQC  TPL  Review  process,    error  rates  do 
!  not  necessarily  measure  the  funds  lost  to  the  Medicaid  program, 
\  but  measure  instead   those  funds  misspent  as  a  result  of  tech- 
!  nical  nonconformance  between  the  federal  regulations  and  the 
design  and  operation  of   the  state  Medicaid  agency  TPL  recovery 
: ogram . 
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A  third  problem  concerns  the  possible  confusion  by 
third  parties  resulting  from  MQC  TPL  program  efforts ■ to  verify 
the  amount  of   their  liability.     This  can  undermine  the  TPL 
recovery  unit's  ability  to  work  effectively  with  the  third 
parties.     Related  to  this  problem  is  the  reported  expansion  of 
some  MQC  TPL  programs,    into  the  province  of   the  TPL  recovery 
unit,   namely,    the  pursuit   of  recoveries.     A  fourth  problem  is 
the  inconsistency  in  scoring  errors  even  within  the  same  region 
because  of  different  MQC  TPL  reviewers  from  one  state  to 
another. 

5 .     Concepts  and  Definitions  Important  in  TPL  Programs 

The  RFP  for  this  study  defined  three  basic  approaches  state 
agencies  can  take  to  the  collection  of  third-party  resources: 
"cost  avoidance  provider-based;"   "cost  avoidance  agency-based;" 
and   "pay  and  chase."     The  critical  distinctions  in   the  defini- 
tions offered  for  these  approaches  is  in  the  timing  of  the 
collection:     before  or  after  the' Medicaid  agency  pays  the 
claims;   and   in   the  group  responsible  for  the  collections:  the 
provider  or  the  agency. 

The  major  difficulty  with  the  specification  of  three 
approaches  is  with  the  "cost  avoidance  provider-based" 
approach.     Several  different  definitions  have  been  o'ffered  for 
this  approach,   some  including  and  some  excluding  a  role  for  the 
state  Medicaid  agency.     We  believe  the  term  "provider-based  cost 
avoidance"   approach  should  be  discontinued  since   it   is  ambiguous 
and  misleading.     However,    since  provider  collections  of  health 
insurance  liability  are  real  and  can  be   influenced  significantly 
by  state  efforts  to  access  third-party  resources,   we  recommend 
that  the  term  "provider  reported  insurance  collections"  be 
adopted  to  describe  these  collections,    and  that  these  collec- 
tions be  counted   in  summary  measures  of  state  TPL  recoveries  and 
avoidances. 

V   > 
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A  second  conceptual  problem  concerns  the  use  of   the  term 
"cost  avoidance."     This  term  is  being  used  to  refer  to  several 
| concepts  which  are  not  the  same.     Cost  avoidance  can  be  effected 
in  several  ways.     We  suggest  that  qualifiers  be  attached  to  the 
term  and/or  that  other  nomenclature  be  adopted.     For  purposes  of 
this  study,   "cost  avoidance"  means  the  use  of  a  prepayment  edit 
system  for  denying  provider  claims  for  recipients  with  recorded 
health  insurance  resources. 

A  third  difficulty  arises  from  the  apparent  emphasis  on 
"collections  approaches"   as  the  most  critical   component   in  the 
cost-effective  collection  of  third-party  liability.     But  the 
collections  approach  is  only  one  aspect  of  a  TPL  program.  Our 
investigation  suggests  that  it  may  not  be  the  most  important 
component,    particularly  for  health  insurance  resources. 
Identification  of  other  health  coverage,    for  example,   appears  to 
be   the  critical  component  of  a  TPL  program;  how  TPL  is  collected 
is  less  important.     We  suggest   that   the   focus  of  any  TPL  program 
development  effort  be  on  the  total  TPL  program  and  not  just  on 
"collections  approaches." 

The  fourth  area  of  confusion  from  a  conceptual  standpoint 
is  the  tendency  to  use   the  terms   third-party  resources  or  third- 
party  liability  without  further  description  of   the  resource. 
From  the  practical  perspective  of  accessing  third-party 
resources,    this  lack  of  specification  is  problematic.  Because 
of  inherent  differences  in  third-party  resources  and  the 
accessibility  of   these  resources  by  the  Medicaid  agency, 
distinctions  should  be  maintained  between   the  major  types  of 
TPL. 

We  suggest  the  following  classes  be  used  in  describing  TPL 
programs:      1)   health  insurance  resources   (includes  Blue 
Cross/Blue  Shield  and  similar  plans);    2)   casual ty/ liability 
insurance  resources;    3)   Medicare;    4)  prepaid  private  and 
government  health  care  plans;   and  5)  absent  parent  and/or 
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responsible  relative  resources.     These  distinctions  should  be 
maintained  in  efforts  to  understand  and  to  promote  techniques 
for  the  maximum  recovery/avoidance  of  third-party  liability  at 
reasonable  cost. 

C.     RECOMMENDATIONS  FOR  FEDERAL  ACTION 

Based  on  our  examination  of  state  efforts  to  avoid  and/or 
collect  third-party  liability  and  of  the  major  issues  and 
barriers  affecting  TPL  programs,   we  have  developed  seven  major 
recommendations  for  the  Health  Care  Financing  Administration  to 
consider  in  promoting  greater  state  Medicaid  agency  TPL 
collections  activities   (recovery  and  avoidance).     Of  the 
recommendations  presented  below,    the  most  important  is  the  first 
recommendation.     A  TPL  focal  point  at  the  federal   level  is  a 
prerequisite  to  increased  collection  of  third-party  liability  by 
the  Medicaid  program.     It  is  also  a  prerequisite  to  the  other 
recommendations  and  suggestions  offered  below. 

RECOMMENDATION  #1 :     DESIGNATE  A  FOCAL  POINT  AT  HCFA  FOR  TPL 


ISSUES  IN  THE  MEDICAID  AND  MEDICARE 
PROGRAMS 

The  most  severe  impediment  to  HCFA  efforts  to  maximize 
collection  of  third-party  liability  is  the  lack  of  an  officially 
recognized  organizational  focal  point  responsible  for  coordi- 
nating and  overseeing  third-party  liability  concerns  in  the 
Medicaid  and  Medicare  programs.     Perhaps  because  there  is  no 
such  focal  point,   no  one  individual  or  unit  routinely  receives, 
analyzes,   or,  most  important,   synthesizes  the  various  informa- 
tional items  collected  regularly  in  the  course  of  program 
administration.     Persons  knowledgeable  about  some  aspects  of  TPL 
issues  or  the  operations  of  state  TPL  programs  are  currently 
scattered  throughout  several  divisions  of  the  Bureau  of  Program 
Operations,   the  Bureau  of  Quality  Control,   and  the  Bureau  of 
Program  Policy. 
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The  decentralization  of  TPL  information  and  the  absence  of 
an  operational  focal  point  for  synthesizing  available  informa- 
tion and  initiating  appropriate  action  has  had  and  continues  to 
have  a  significant,   adverse  impact  on  the  development  of  state 
Medicaid  agency  TPL  programs.     It  blunts  HCFA's  ability  to 
assess  the  progress  and  problems  involving  third-party  resources 
which,   in  turn,   inhibits  the  establishment  of  realistic 
policies,   slows  the  development  of  appropriate  reports  and 
systems ,  and  delays  the  provision  of  necessary  training  or 
technical  assistance.     The  lack  of  TPL  program  coordination  in 
HCFA  headquarters  has  also  hindered  the  states  in  their  TPL 
collection  efforts  because  they  have  received  mixed  signals  from 
various  HCFA  staffs. 

We  suggest  that  the  Health  Care  Financing  Administration 
formally  designate  a  TPL  organizational  focal  point  as  soon  as 
possible.     The  establishment  of  the  focal  point  should  be 
officially  recognized  by  appropriate  communications  within  HCFA 
centrally  and  from  HCFA  headquarters  to  regional  offices,  state 
Medicaid  offices,   Medicare  contractors,   other  DHHS  components, 
and  other  appropriate  agencies  and  groups. 

The  primary  role  of  the  TPL  focal  point  should  be  that  of 
operational  coordinator.     HCFA  needs  to  have  a  group  charged 
with  snythesizing  information  about  TPL  collection  progress  and 
problems  so  that  a  coherent  plan  for  improving  performance  and 
resolving  problems  can  be  pursued  with  the  expectation  that  HCFA 
staffs  will  then  be  taking  mutually  supportive  action. 

The  responsibilities  of  the  TPL  focal  point  should  include 
primary  involvement  in  an  advisory  capacity  in  formulating  TPL 
related  regulations  and  policies;   coordination  of  the  prepara- 
tion and  approval  of  the  substantive  content  of  all  operational 
manuals  and  other  instructions  relating  to  TPL  in  both  the 
Medicaid  and  Medicare  programs;  overseeing  and  coordinating 
technical  assistance;  and  defining  and  coordinating  measures  to 
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maximize  third-party  resource  identification  and  the  cost- 
effective  collection  of  TPL.     Activities  of  the  TPL  focal  point 
should  not  be  limited  to  these  areas  but  should  also  include 
initiating  cooperative  efforts  within  HCFA  and  between  HCFA  and 
other  agencies;  monitoring  of  current  state  TPL  programs  and 
results;  and  designing  and  preparing  periodic  summary  reports  on 
overall  progress  and  problems  in  TPL  issues. 

RECOMMENDATION  #2:     REVIEW  AND  REVISE  CURRENT  FEDERAL  TPL 


REGULATIONS 

A  major  problem  with  the  regulations  which  became  effective 
in  May  1980  is  the  lack  of  a  relationship  between  some  of  the 
regulations  and  the  realities  of  devising  and  implementing 
third-party  liability  recovery  programs  at  a  reasonable  cost. 
However,    there  are  other  problems,   inconsistencies,  and 
questionable  requirements  in  these  regulations.     The  current 
legislation  and  regulations  should  be  reviewed  by  HCFA  personnel 
knowledgeable  about  the  budget,   staffing,   and  systems  con- 
straints that  state  TPL  programs  .face.     Where  desirable,  the 
regulations  should  be  promptly  revised.   -  We  suggest  that  staff 
from  the  recommended  TPL  focal  point  be  involved  in  writing,  or 
at  least  influencing  the  writing,   of  pertinent  regulations, 
policy  and  procedural  manuals,   and  other  related  documents. 

The  regulations  need  revision.     For  example,  current 
regulations  place  time  limits  on  the  identification  and  filing 
of  claims  by  state  Medicaid  agencies  with  potentially  liable 
insurance  carriers.     Information  gained  from  the  site  visits 
indicates  that,   at  the  state  level  at  least,   health  insurance 
companies  are  amenable  to  a  variety  of  billing  cycles.     The  TPL 
collection  regulations  should  allow  the  state  Medicaid  agencies 
greater  latitude  in  establishing  billing  cycles  directly  with 
the  health  insurance  industry  in  their  state. 

In  addition,   attention  should  be  given  to  establishing 
regulations  or  uniform  policies  on  claims  amount  thresholds  for 
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pursuing  TPL.     For  example,   small  claims  under  $20  are  clearly 

i 

Snot  worth  the  effort  of  recovery  on  a  per  claim  basis.  However, 
I  batching  and  accumulating  claims  over  time  may  result  in  the 
I  cost-effective  collection  of  TPL.     There  is  currently  no 
authority  for  any  state  to  establish  thresholds  at  any  level. 

Developing,   publishing,   revising,   and  adopting  regulations 
is  a  lengthy  process.     While  it  is  underway,   we  recommend  that 
appropriate  HCFA  central  staff  publish  interpretations  of 
current  regulations  and  distribute  these  to  the  regional  offices 
and  the  state  Medicaid  agencies. 


RECOMMENDATION  #3:     CONSTRUCTIVELY  REVIEW  THE  MEDICAID  QUALITY 

CONTROL  (MQC)   THIRD-PARTY  LIABILITY  (TPL) 
REVIEW  PROGRAM 

We  suggest  that  the  MQC  TPL  program  should  be  refocused  to 
provide  more  meaningful  data  for  the  assessment  and  improvement 
of  state  TPL  programs.     Since  cases  with  TPL  represent  a  small 
proportion  of  the  Medicaid  caseload,   the  use  of  the  MQC 
representative  sample  for  estimating  potential  TPL  collections 
is  questionable.     As  a  result,   MQC  staff  appear  to  have  focused 
more  attention  on  technical  compliance  with  program  regulations, 
or  on  process,   rather  than  on  program  outcomes. 

We  recommend  that  MQC  TPL  efforts  be  directed  to 
establishing  the  proportion  of  the  Medicaid  caseload  with 
third-party  health  care  payment  resources,   in  total  and  by 
type,   since  the  sample  size  is  sufficient  for  this  purpose  and 
the  measure  is  extremely  important.     Until  states  identify 
recipient  third-party  resources  effectively,   their  programs  will 
be  ineffective.     The  MQC  TPL  program  can  be  used  to  stimulate- 
this  crucial  front-end  identification  activity.     Moreover,  this 
proportion  in  conjunction  with  the  TPL  collections  ratios 
presented  earlier  will  provide  a  more  meaningful  basis  for  an 
assessment  of  TPL  program  performance.     Specific  procedures 
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should  be  defined  for  identifying  different  types  of  third-party 
resources  to  provide  uniform  criteria. 

Compliance  with  program  regulations  for  collecting 
identified  TPL  should,   perhaps,   be  the  purview  of  audit  teams 
(not  MQC  staff)  who  focus  on  the  process  aspects  of  TPL 
collections  activities.     The  audit  teams  can  also  validate  TPL 
reports  submitted  by  the  states  to  the  federal  government. 
These  process  assessments  should  not  be  the  result  of  individual 
case  reviews  as  in  the  current  MQC  TPL  assessment  but  rather 
entire  program  reviews  examining  the  operations  of  the  TPL  uniu 
itself . 

Finally,   a  design  study  on  how  to  treat  provider  reported 
collections  in  assessing  TPL  program  performance  should  be 
conducted.     Provider  reported  (and  unreported)  TPL  collections 
can  be  substantial,   and  a  study  beyond  the  scope  of  this  current 
effort  is  required  to  determine  how  they  affect  measures  of  TPL 
program  performance. 

RECOMMENDATION  #4:      DEVISE  AND  ADOPT  ADDITIONAL  PROCEDURES  AND 

CRITERIA  FOR  ASSESSING  STATE  TPL  PROGRAM 
PERFORMANCE 

At  the  present  time,   reviews  of  state  Medicaid  agency  TPL 
programs  are  done  biennially  by  the  Regional  Offices  as  part  of 
an  overall  State  Assessment  Program.     A  consistent  assessment 
protocol  was  implemented  in  FY  1980  by  the  Division  of 
Performance  Evaluation,   Office  of  Standards  and  Performance 
Evaluation,   HCFA.     The  reviews  are  completed  through  site  visits 
to  the  states  by  Regional  Office  staff.     The  focus  of  the  TPL 
operations  review  is  on  the  presence/absence  of  key  programmatic 
features  in  the  areas  of  identification,   payment,  reimbursement, 
data  exchange,   assignment  of  rights,   and  cooperative  agreements. 

Although  this  formal  assessment  protocol  is  in  place,  we 
feel  that  it  is  not  sufficiently  comprehensive  for  examining  and 
i  evaluating  state  Medicaid  agency  TPL  programs.     We  recommend 
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that  HFCA  develop  additional  procedures  for  assessing  state  TPL 
identification  and  collection  efforts.     An  annual  assessment, 
focusing  on  outcomes  rather  than  process,  and  not  requiring 
state  site  visits  should  be  implemented  at  the  central  office 
level,   preferably  by  the  group  or  office  designated  as  the  TPL 
program  focal  point  within  HCFA. 

The  two  outcome  measures  we  recommend  are:   1)  the 
percentage  of  Medicaid  eligibles  having  third-party  health  care 
payment  resources  by  major  resource  type;  and  2)  the  TPL 
collections  ratios  discussed  above,   with  the  suggested 
adjustment  for  long-term  care  services.     Each  of  these  measures 
can  be  calculated  by  the  central  office  from  data  available  from 
the  states.     Both  measures  are  indicators  of  TPL  program 
performance,   the  first  in  the  area  of  resource  identification 
and  the  second,   in  the  collections  (recovery  and  avoidance) 
area.     They  allow  comparisons  across  states  and  over  time, 
comparisons  which  will  indicate  the  stronger  and  weaker  aspects 
of  state  Medicaid  agency  TPL  programs.     From  these  comparisons, 
targeted  and  indepth  reviews  of  particular  states  or  specific 
aspects  of  TPL  programs  in  general  can  be  devised  and 
implemented  through  the  Regional  Office  review  process  or 
through  special  review  efforts  by  central  HFCA  staff.  However, 
I  reviews  such  as  these  are  not  a  necessary  condition  of  TPL 
program  performance  assessment.     The  two  suggested  outcome 
measures,  by  themselves,   can  provide  meaningful  and  useful  data 
about  state  TPL  programs. 

RECOMMENDATION  #5:     DEVISE  AND  IMPLEMENT  A  SPECIAL  PROGRAM  FOR 

THE  DEVELOPMENT  AND  IMPROVEMENT  OF  STATE 
MEDICAID  AGENCY  TPL  PROGR~AMS 

Given  the  current  number  of  states  with  inadequate  or  no 
TPL  programs,   the  generally  low  priority  accorded  to  these 
programs  by  states  faced  with  meeting  other  federal 
requirements,   and  the  potential  reduction  of  Medicaid 
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expenditures  by  as  much  as  3%  to  4%  through  the  collection  of 
recipient  third-party  liability,   the  Department  of  Health  and 
Human  Services  and  the  Health  Care  Financing  Administration 
should  aggressively  pursue  a  course  of  action  which  will 
increase  TPL  utilization. 

We  recommend  that  a  special  program  initiative,  perhaps 
based  on  fiscal  disallowances  or  on  fiscal  incentives,  be 
designed  and  implemented  specifically  for  the  purpose  of 
developing  and  enhancing  state  Medicaid  TPL  programs. 

RECOMMENDATION  #6:     INCREASE  AND  COORDINATE  THE  TECHNICAL 

ASSISTANCE  AVAILABLE  TO  STATE  MEDICAID 
AGENCIES 

HCFA  should  increase  the  federal  staff  available  for 
providing  technical  assistance  to  state  Medicaid  agencies. 
Ideally,   the  proposed  HCFA  TPL  focal  point  would  serve  as  the 
coordinator  for  technical  assistance  activities.  Further, 
activities  should  be  coordinated'  within  HCFA  so  that  different 
divisions  or  branches  are  not  wor-king  at  cross  purposes. 

RECOMMENDATION  #7:      INITIATE  FEDERAL  INTRA-  AND  INTER-AGENCY 

COOPERATION  ON  SPECIFIC  ISSUES  OF  TPL 
COLLECTION 

State  TPL  recovery  units  are  experiencing  difficulties  with 
various  third  parties,   some  of  which  are  federally-administered 
assistance  programs.     Not  only  is  it  counterproductive  for  each 
state  to  interact  with  these  other  programs  on  an  individual 
basis,   they  may  have  questionable  authority  to  do  so.     A  more 
useful  approach  would  be  HCFA  headquarters  coordination  with  the 
Department  of  Defense  on  CHAMPUS  program  issues  and  with  the 
Social  Security  Administration  on  Supplemental  Security  Income 
and,    if  necessary,   Medicare/Medicaid  crossover  claims  issues. 

Another  area  which  should  be  explored  more  fully  at  the 
federal  level  is  the  relationship  between  and  the  jurisdictional 
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lissues  surrounding  the  Medicaid  program  and  the  IV-D  medical 

support  program. 

Finally,   linkages  to  the  new  Family  Assistance  Management 
^Information  System  (FAMIS)  being  funded  by  the  Office  of  Family 
j Assistance  should  be  explored  to  facilitate  the  capture  and 

transfer  of  health  insurance  information  and  absent  parent 

medical  support  information  for  use  in  Medicaid  agency  TPL 

programs . 
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